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“IM PRAYIN’! LET’ER GO, MALCOLM!" 


Fortunately, in many industrial and public utility 
plants, safe, modern, I-T-E switchboards have replaced 
old, hazardous types. For the I-T-E boards, Malcolm 
needs no aid from good-luck charms. 


AIR SWITCHGEAR 


IMMERSED IN AIR \\ ENCASED IN STEEL 


’ ho ‘ 
’ ° t PHILAD 
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NOW —War Goods! 
LATER—Barber Quality Burners! 


0 help eliminate a vicious foe, skilled Barber craftsmen are now turning out 
cision parts for aircraft, a task calling for consummate skill in close-tolerance 
duction. Our long experience on high accuracy work with Barber Burners and 
gulators—with our specially trained personnel and fine equipment—is concen- 
ted on this vital armament assignment. 
For those users classed as essential, we are of course continuing to supply 
ber Gas Burner Units and Pressure Regulators. After the war, we anticipate 
period of new and greater development and extension in the use of all types of 
appliances. Our engineers can help you prepare now for the prosperous 
uce-time to come. When Victory is secured and normal conditions restored, 
regular line of products and laboratory engineering services will again be 
ly available to old friends and new. 


Complete catalog furnished on request. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


SARBER BURNERS 
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guarantees you 


Ww 


pipe wrench 





at 


expense.... 


@ There’s no beating around the bush about that 
guarantee. That means you'll never have housing 
trouble or expense. Other things you'll like are the 
adjusting nut that won’t bind, that always spins 
easily to size, whether 6” or 60’ wrench; safe com- 
fort-grip I-beam handle; handy pipe scale on the 
hookjaw; and the no-slip no-lock jaws. Ask your 
Supply House for the more-service less-upkeep 
RIGID. End pattern for 


pipe in coils or 
against flat surfaces, 
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HERE is increasing evidence that the 

rural electrification program has reached 
a very important crossroads in this, the seventh 
year of its statutory life. The fundamental 
issue involved seems to be whether the REA 
co-ops will continue under Federal supervision 
or whether they will strike out for a greater 
measure of home rule. Unfortunately, there 
are complicating issues which rob the current 
controversy of any such clear-cut distinction. 


THE National Rural Electric Codperative 
Association (NRECA), claiming to represent 
580 of the 740 REA co6peratives, is taking a 
position as champion of more home-rule inde- 
pendence for the co-ops. Harry Slattery, at this 
writing administrator of REA, sees danger, 
however, i in certain specific programs sponsored 
by the NRECA. NRECA, in turn, sees danger 
in continuing Mr. Slattery in office. So we see 
right off that it is not simply a matter of cut- 
ting the co-ops loose from paternalistic apron 
strings tied to Washington. 


WirTH so much smoke in the air we decided 
that there must be a raging fire somewhere. 


+«, |Pages with the Editors 


It did not seem to us that such a modest pro- 
gram as starting up a mutual insurance com- 
pany for the co-ops could really be the basis 
for such a broad conflagration. In our effort 
to get Administrator Slattery’s side of the 
story we went to a well-known figure in the 
public power field, a man who has been a 
close associate of REA and Administrator 
Slattery, virtually since REA took form. 


He is Jupson Kino, director of the National 
Popular Government League, who will need 
no further introduction to many of our readers 
because of his past contributions to this maga- 
zine. Differ as we may on questions of power 
policy, we have known Jupson KING too long 
to question his sincerity as a consistent advocate 
of public power and rural electrification. Ad- 
mittedly, Mr. KiNG has a personal interest in 
presenting his side of this controversy in the 
opening article which appears in this issue, 
since he is one of those whose association with 
REA has been under attack by NRECA. He 
frankly concedes this. 


In addition, however, all who are familiar 
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The installation of Riley Pulverizers 
by these leading Public Utilities companies 
is indicative of their growing acceptance by 
the industry. 





is Pennsylvania Edison Co.—Williamsburg, Pa. 
he Commonwealth & Southern Corp. for 
; Southern Ind. Gas & Electric Co.—Evansville, Ind. 
™ Union Electric Co. of Ill._—Venice, Ill. 
nal Union Electric Co. of Ill_—Cahokia Station 
we Union Electric Co. of Mo.—Ashley St., St. Louis, Mo. 
os lowa-lllinois Gas & Electric Co.—Davenport, la. 
at Potomac Electric Power Co.—Buzzards Point, Md. 
; in Edison Elect. Illuminating Co.—Boston, Mass. 
us, H&ttford Electric Light Co.—Hartford, Conn. 
He Connecticut Power Co.—Stamford, Conn. 


od United Illuminating Co.—Steele Point, Bridgeport, Conn. 
Interstate Power Co.—Dubuque, lowa 

Interstate Power Co.—Clinton, lowa 

Lynn Gas & Electric Co.—Lynn, Mass. 

Oklahoma Gas & Electric Co.—Harrah, Okla. 

Oklahoma Gas & Electric Co.—Ponca City, Okla. 
Savannah Electric Co.—Savannah, Ga. 

Central Ohio Light & Power Co.—Bluffton, O. 

Otter Tail Power Co.—Canby, Minn. 

Blackstone Valley Gas & Electric Co.—Pawtucket, R. I. 
Carolina Power & Light Co.—Cape Fear, Moncure, N. C. 


|BILEY STOKER CORPORATION 


WORCESTER, MASS. 


ee BOSTON NEW YORK PHILADELPHIA WASHINGTON, D. C. BUFFALO CLEVELAND DETROIT SEATTLE 
| ST.LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
e LVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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8 PAGES WITH THE EDITORS (Continued) 


with Jupson Kine’s record of many years as a 
liberal leader well know that he has always 
opposed racketeering in any form and is dead 
set against having the REA or its sponsored 
cooperatives become a football of partisan 
politics. 


Mr. KiNG was born in Waterford, Pennsy]l- 
vania, in 1872. He attended the University of 
Michigan, engaged in newspaper work from 
1902 to 1906. Since then he has devoted him- 
self to lecturing, authorship, and his work with 
the National Popular Government League. 
That is in addition to his professional associa- 
tion with REA. Among his writings are many 
pamphlets on initiative, recall, referendum, and 
other political and economic topics. For most 
of his active life, Mr. K1nc was closely identi- 
fied with the many liberal programs of former 
U. S. Senator George W. Norris of Nebraska, 
until the latter’s retirement at the last national 
election. 


So much for Mr. K1no’s version of the REA 
controversy. In all fairness, however, our 
open forum policy would seem to require us 
to state the position of NRECA. We have 
talked with some of the officers of NRECA 
and have also been impressed with the apparent 
sincerity of their efforts to accomplish their 
objectives. For this reason, we are endeavor- 
ing to bring to our readers, in the near future, 
a sympathetic statement of their program. 


> 


ie this issue (beginning page 15) we also 
present the second and concluding instal- 
ment of the article on postwar mass employ- 
ment in public works by TapEusz B. Spitzer, 
LLD, now a resident of Berkeley, California. 
Dr. Spitzer was a Polish industrialist and 
economist before the war. During the last 


TADEUSZ B. SPITZER 


There will be plenty of work for private enter- 
prise after the war. 


(SEE Pace 15) 
JULY 8, 1943 


JUDSON KING 


The spirit of the REA program; it must be 
preserved. 


(SEE PAGE 3) 


decade he was managing director of the Polish 
Federation of Industry in Cracow. He was 
also identified with many other government 
and industrial groups, in addition to being the 
author of numerous plang studies and 
articles. 


¥ 


Het Corey, whose article (“Straws 
Pointing to a Change in the Wind”) be- 
gins on page 25, is a Washington newspaper 
correspondent and author whose writings fre- 
quently appear in this publication. 


¥ 


Aes the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


A rural electric codperative need not bear a 
portion of the cost of changing ground return 
telephone circuits to metallic telephone circuits 
so as to avoid electrical interference when tele- 
phone lines were erected before transmissiot 
lines. (See page 193.) 


THE necessity of paying a premium on re- 
demption of debentures by a holding company 
which has been ordered to dissolve was cor- 
sidered by the United States Circuit Court of 
Appeals upon review of an order of the Se 
curities and Exchange Commission approving 
an application for authority to retire outstand: 
ing publicly held debentures. (See page 195. 


THE next number of this magazine will be 
out July 22nd. 


Ie Cdlitonue- 
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A NGHT-SHIFT IN YOUR OFFICE 2 


. NOT IF YOU USE HOLECT-A-MATIC! 


e Enough work piling up to keep a graveyard shift 
going full blast? You can handle today’s increased 
: Accounts Receivable demands easily, efficiently, with 
fully informa- oo Kolect-A-Matic—designed expressly for fast, labor- 
e manual, valu- $s “I saving accounting! 

to you and Now, as never before, speed is the precious ingredient 
ur organiza- in any accounting system. Manpower shortage, in- 
n. Write for it!  , : creased business tempo, more stringent credit regula- 
tions—all call for the speed, the posting and reference 
ease of Kolect-A-Matic. Not only does Kolect-A-Matic 
provide rapid-fire operation, but it also assures posi- 
tive control, even with inexperienced help. 


CREDIT AUTHORIZATION IS CERTAIN? 


Accumulated credit data is instantly accessible, filed 
with the current ledger record. Kolect-A-Matic Visible 
Control Features chart the exact age of outstanding 
charges, provide a day-to-day analysis of all delin- 
quent accounts. Credit authorization is speedy and 
sure, based on up-to-the minute facts, exactly reflect- 
ing fluctuating economic conditions. 

Here is no unproven theory. Kolect-A-Matic is in use 
today, successfully, in hundreds of companies — Pitney 
Bowes, American Chicle—many others. 

Our new illustrated booklet, “Kolect-A-Matic Simpli- 
fied Unit Invoice Accounting Plan” describes several 
such systems—tells what Kolect-A-Matic can do for 
your organization. Write today for your free copy. 
Ask for KD 253. You'll receive it promptly with no 
obligation. 


SYSTEMS DIVISION 


REMINGTON RAND INC. 


BUFFALO : Branches Fverywhere : NEW YORK 
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¥ 
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pages 193-256, from 48 PUR(NS) 
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YEARS 
y of 


SERVICE 
| with 

-no trouble 
-no maintenance 


VULCAN 


SOOT BLOWERS 


Last fall a check was made 
by Vulcan engineers on a soot- 
blower unit installed 4 years 
before in a twin furnace steam 
generator job at Oil City, Pa. 


The engineers found that 
the unit had completed its 4th 
year of operation without one 
instance of servicing, repair, 
or maintenance having been 
required. 


Because of the advance de- 


sign of this boiler, involving 
new features in soot-blower 
design and construction, 
Vulcan engineers had inspect- 
ed the installation regularly 
for many months. But the en- 
gineering was sound. No trou- 
ble of any sort developed. Op- 
erators reported perfect clean- 
ing, reasonable cost — and 
VULCAN Soot Blowers were 
again specified on a duplicate 
steam generator installation! 


Write for Details Today 


 . VULCAN SOOT BLOWER somomnasoe “+ DU BOIS - PENNA. 


GLC 


SOOT BLOWERS 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





KENNETH S. WHERRY 
U. S. Senator from Nebraska. 


Apvotr A, BERLE, Jr. 
Assistant Secretary of State. 


JosepH W. Martin, Jr. 
U. S. Representative from 
Massachusetts. 


W. A. PATTERSON 
‘President, United Air Lines. 


Davin HiNsHAW 
Vice president, Institute of Public 
Relations. 


Lypon B. JoHNSON 
U. S. Representative from Texas. 


KinsEY M. RoBinson 
President, Washington Water 
Power Company. 


HERBERT HOOVER 
Former President of the 
United States. 
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“No man, especially one endowed with such persuasive 
powers [President Roosevelt}, should be entrusted with 
presidential powers for more than two terms.” 


w 


“We can be no party to a devil’s bargain in which our 
thinking is pawned to any master, our political liberty 
to any dictatorship, or our democracy to an irresponsible 
power.” 


sd 


“Promiscuous granting of blank checks and _ blanket 
powers leads to arrogant bureaucracy, inflation, higher 
taxes, and eventually destruction of our American system 
of government.” 


* 


“Air transportation will augment surface transporta- 
tion, not supplant it. Surface transportation will progress 
as a result of air transport’s development, rather than be 
retarded by it.” 

¥ 


“The fight for a free press is never won—even in 
America. Today bureaucrats are covertly attempting to 
gain government control of advertising and thereby bring 
the nation’s press to heel.” 


¥ 


“Absenteeism is merely a fancy word for a very plain, 
very stark, very ugly situation. The workers in our plants 
. .. are not on the job long enough, steady enough, reliably 
enough, and as a consequence, we are not doing a good 
enough job to win this war.” 


¥ 


“From the publicity of the Federal power projects, one 
would think that publicly owned power is the mainspring 
of the war effort. Privately owned systems developed this 
great industry, are still supplying nearly seven-eighths of 
the energy sold in the United States today.” 


¥ 


“Reforms or making America over, no matter how at 
tractive, cannot but dislocate the war effort. If we lo 
or delay the winning of the war, social gains will b¢ 
scarce for a generation. If we win it there will be plenty 
of time to reform our way of life. And there will b 
plenty to do.” 


12 
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IMPORTANT SERVICES 
for Burroughs users 

















INFORMATION SERVICE 


There is an up-to-date reference library in each Burroughs office. It 
contains the latest detailed information on the application of machines 
to today's new accounting problems. This information, as well as the 
services of Burroughs’ technical staff, is available to every Burroughs 
user. 


MAINTENANCE SERVICE 


Right now you can arrange for regular, periodic inspection, lubrication 
and adjustment of your Burroughs machines, so that emergencies and 
the delays they cause may be prevented. A standard Burroughs Service 
Agreement provides this efficient protection at a moderate, predeter- 
mined cost. All work is guaranteed by Burroughs. 


SUPPLY SERVICE 


You can also arrange for delivery of Burroughs carbon paper, roll paper, 
ribbons and othe: machine supplies manufactured to Burroughs’ own 
specifications. Discounts range from 10% to 40% on quantity pur- 
chases under different plans that permit delivery of as little or as much 
as you need at any one time. 


These services, valuable at any time, are especially 
valuable in wartime. Call the local Burroughs office 
or write Burroughs Adding Machine Company, Detroit. 


zkx«k 
MANUFACTURING FOR WAR 


acture of aircraft equipment 
loge Army Air Bosees sa 
Burroughs figuring equipm 
i Army, Navy, U. S. Government 4 
and the nation’s many wat activities u VY VY 
is the vital task assigned to 


Burroughs in the Victory Program. 
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REMARKABLE REMARKS—( Continued) 


Emit ScHRAM 
President, New York Stock 
Exchange. 


FRANK SANFORD 
Cincinnati Gas & Electric Co. 


FRANKLIN D. ROOSEVELT 


Excerpt from report of postwar 
economic planning committee, 
American Business Congress. 


HersBert R. O’Conor 
Governor of Maryland. 


Eart BrowbdER 
General secretary, Communist 
Party of the United States. 


EDITORIAL COMMENT 
Industrial News Review. 


RateH S. DAMON 
President, Republic Aviation 
Corporation. 
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“The reclaimable portion of this huge [government 
war] plant, if the system of private enterprise is to sur- 
vive, should be owned by private investors and not by a 
benevolent but confused Uncle Sam.” 


» 


“Short sight is already confusing political postwar plans 
with proposals for government spending on large-scale 
public projects. Industry has more to offer America than 
roads, canals, and tax-free business competition.” 


a 


“Among all the peoples of the earth the cruelties and 
oppressions of its would-be masters have taught this gen- 
eration what its liberties can mean. This lesson, so bitterly 
learned, will never be forgotten while this generation 
lives.” 

ta 

“A strong centralized government, with business weak 
and disorganized, is deplored. The two, it is felt, must 
learn to work harmoniously together, with government 
remaining sufficiently strong and centralized to act for 
the whole economy.” 


5 


“Tf ever there was a need for eternal vigilance, there 
is need now in this matter of state powers. There will 
be a definite need of such vigilance at the war’s conclu- 
sion if we are to have returned those rights which should 
be given back.” 


¥ 


“Labor cannot remedy the weakness of the adminis- 
tration by joining its enemies to destroy it. But labor can 
remedy these weaknesses, if it resolutely condemns the 
use of strikes or strike threats, if it unites its ranks around 
all its most responsible leaders, and rejects the demagogues 
and trouble makers.” 


> 


“The private electric industry in the United States to- 
day is like a rabbit being chased by a pack of hounds— 
the hounds chasing it being bureaucratic agencies ... 
Increasing numbers of boards and bureaus use the ‘war 
emergency’ as an excuse for seeking more ways to limit 
and control private electric production.” 


> 


“IT have always deplored the belief that aviation will 
replace other forms of transport. I do not believe this 
will be true. I doubt whether aviation will ever touch 
nine-tenths of the transportation now carried by rail, road, 
and water. Each form of transportation has its particulary 
utility and even by the greatest stretch of the imagination 
it is not possible to picture aviation performing all of the 
functions now divided among the several modes of trans- 
portation.” 
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’s a Hi-Pressure Contact 
itch, designed and refined by 
IE engineers, who set a new 
ndard in its creation. 


As neat and smart as a 
tch can look, and still “take 


What you don’t see here is 

constant search for im- 
vement in design and opera- 

. R&IE engineers are never 
sfied. They know that spot- 
ssure, self-cleaning contacts, 
per selection of materials 

other manufacturing processes are fundamentally 
Iht—but, they are continually looking for refinements 
t will improve on present Quality and Performance. 
’ve been at it for 33 years. In that time, every 
tch that went out helped establish the margin of 
lity that distinguishes all R&IE equipment”. 


* 


MILWAY and INDUSTRIAL ENGINEERING COMPANY 


GREENSBURG, PA... . In Canada—Eastern Power Devices Ltd., Toronto 
Cooperating 100% with the War Effort 
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The performance record described on the right-hand page was 
accomplished by this C-E Steam Generating Unit. Maximum 
Continuous Capacity — 225,000 Ib of steam per hr. Design Pres- 
sure — 900 psi. Total Steam Temperature — 900° F. 
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ESTEAM PRODUCTION 





OSE FACTOR -96.9 % 


Another C-E Steam Generating Unit turns in a remarkable record of service 
in a mid-west public utility that is supplying victory kilowatts to a score or 
more of vital war production plants. 

Toward the end of our first year “at war” this unit completed a 12-month’s 
run in which it was on the line for all but 11 days. That’s a use factor of 
96.9 per cent. The outages were mostly of one day duration on week-ends, 
eight being due to fan bearings and three to the main unit. Following this 
run the unit was taken off the line only to permit turbine and boiler inspec- 
tion and general cleaning. 

The record is.even more impressive in view of the heavy load carried dur- 
ing the year. The average output was 200,000 Ib of steam per hr — approxi- 
mately 90 per cent of the maximum rated capacity The average efficiency for 
the entire year was 89.2 per cent, a figure well above the original guarantee. 

The outstanding performance of this installation may also be cited as 
another example of the remarkable performance of America’s public utilities 
generally. For our great electrical utility system has the unique distinction 
of having met the enormous war demands for its products with relatively 
little addition to existing facilities and correspondingly small demand for 
critical materials. A-731 


COMBUSTION ENGINEERING 


200 MADISON AVE. sh Ay, NEW YORK, N. Y. 
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THE MERCOID CATALOG IS A GOOD REFERENCE BOOK WHEN IN NEED 
OF AUTOMATIC CONTROLS. A COPY WILL BE SENT UPON REQUEST. 


The Mercoid Corporation, 4219 Belmont Avenue, Chicago, Ill. 
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MY TYPEWRITER DOES 
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GRY BUSINESS SYSTEMS COMPRISE: — 


EGRY SPEED-FEED. May be attached to any 
standard make typewriter in one minute, and 
with Egry Continuous Forms, doubles operator 
output. One machine does the work of two. 


GRY TRU-PAK Register speeds the writing of 
all handwritten records. Assures complete con- 
rol over every business transaction. 


GRY ALLSET Forms, the modern single set 
orms for speed writing all business records. 
Individually bound sets, interleaved with one- 
ime carbons. ALLSETS are ready for imme- 
diate use for typed or handwritten forms. 


GRY CONTINUOUS Forms increase the out- 
put of operators by 50% and more because they 
eliminate time-consuming operations. Furnished 
with or without interleaved one-time carbons. 


AND in addition to the above, there are others 
you'll want to know more about. 








The loss of typewriters to Uncle Sam, and the 
shortage of competent operators, will be no 
handicap if you use Egry Business Systems. In 
thousands of instances Egry Speed-Feeds and 
Egry Continuous Forms have enabled operators 
to produce twice as much work as they did 
before with the typewriter alone and ordinary 
loose forms and carbons. 


Other Egry Business Systems for handwritten 
records are equally important. Investigate today. 
You'll be surprised at the amount of time you 
will save when you use Egry Business Systems. 
More detailed information will be sent on 
request, or free demonstrations may be arranged 
at your convenience. There’s no cost or obliga- 
tion, of course. Address Department F-78. 


Sales agencies in principal cities. 


E EGRY REGISTER COMPANY ®* Dayton, Ohio 


Egry Continuous Forms Limited, King and Dufferin Sts., Toronto, Ontario, Canada. 


RY TRU-PAK 


LTS 


EGRY ALLSET FORMS 


SPEED-FEED 
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Our business of measuring heat 
for American cookery through 
the manufacture of Robertshaw 
Thermostats stands us in good 
stead these days. For now we are 
“measuring heat” for an Axis 
dish — we are making aircraft 
and anti-aircraft boosters and 
shells, shells for anti-tank guns, 


fuses for hand grenades and 
primers and ignition cartridges 
for rockets. Our precision expe- 
rience in the manufacture of 
Robertshaw Thermostats helps 
us, too, in the manufacture of 
airplane instruments. The 
Robertshaw Thermostats we do 
make are used entirely in con- 


For High Achievement in the production of wav equipment. 





nection with Government pro- 
jects. And these serve a future 
as well as a present purpose for 
they keep our research depart- 
ment and engineering division 
working toward new models 
which will be ready to measure 
heat for American cookery when 
peace is here again. 


ROBERTSHAW THERMOSTAT CO., YOUNGWOOD, PA. 
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GEARED 
TO 
FIELD 


REQUIREMENTS «| 


MAIN LINE and 
FIELD LINE = 


STRIPPING § RECONDITIONING 
PIPE for and TAKE-UP 


THE CLEVELAND TRENCHER COMPANY 
20100 ST. CLAIR AVENUE oe eau CLEVELAND, OHIO 


“CLEVELAND S” Save More...Because they Do More 
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SAVE 50% 
IN TIME AND MONEY WITH 











THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal 
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A Jap naval squadron is finally brought to bay. Like 
a trapped animal, it fights back ferociously . . . sends 
a storm of shell-fire thundering through the night. 
Many miss, some hit... and hurt. But the American 
warships shrug off the blows . . . hurl back five for 
everyone they take. Another big slice is blasted out 
of the Nipponese Navy and securely tucked away — 
in Davy Jones’ locker. 


IN SHIPS OF ALL TYPES Our fighting ships are champions born of America’s 


TODD BURNERS industrial genius ... the best designed, best con- 


structed, best equipped sea battlers afloat. 
ARE WORKING FOR VICTORY > quipped sea b 


In hundreds of ships, merchant And as the brains and brawn of American industry 
and fighting, and in war plants launch ships day in and day out, our seven-ocean navy 
ofalltypes... wherever trouble- ‘ . 

free, dependable combustion is becomes a fighting reality years ahead of schedule. 
a necessity . .. Todd Burners 


formance in the production of TODD SHIPYARDS CORPORATION 
eat and power. 
TODD COMBUSTION DIVISION 
601 West 26th Street, New York City 


NEW YORK MOBILE NEW ORLEANS GALVESTON 
SEATTLE BUENOS AIRES LONDON 


TODD BURNERS * * ON THE FIRING LINE OF AMERICA’S WAR PRODUCTION FRONT 
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FOR MATERIAL AID IN MATERIALS HANDLING... It’s ROBIN 





Robins Vibrating Screens are Engineered 





..- for the specific job they are to perform 


The efficiency, the economy, the durability you get from your vibrat- 
ing screens depend to a great extent upon their ability to perform the 
precise functions and to handle the specific materials encountered in 
your plant. 


Robins Vibrating Screens are engineered individually for each job... 
given the correct speed, stroke, pitch and number of decks required 
for the kind, weight, mass, flow and quantity of bulk material to be 
sized and handled. 


The screens, themselves, represent outstanding examples of engineered 
designing. Take the Robins Gyrex, for example. It employs the single- 
- shaft, circle-throw, positive stroke principle ...a principle which, 
by the way, was originated by Robins, and on which we still hold 


» 
DSWVTV TW VVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVTTVVVVVTSVVTVVVVVVVVVVVVWWVWA* 


ROBINS makes: BELT CONVEYORS * COAL AND ORE BRIDGES ¢ BUCKET 
ELEVATORS « CAR AND BARGE HAULS » CAR DUMPERS « CAR RETARDERS « CASTINGS 
* CHUTES * CONVEYOR IDLERS AND PULLEYS * CRUSHERS * FEEDERS * FOUNDRY SHAKE- 
OUTS * GATES * GEARS « GRAB BUCKETS * PIVOTED BUCKET CONVEYORS « VIBRATING 
SCREENS * SCREEN CLOTH © SELF-UNLOADING BOAT MECHANISMS « SKIP HOISTS 


a 
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NgFOR MATERIAL AID IN MATERIALS HANDLING. . . It’s ROBINS 





basic patents. Added to the benefits and advantages of this principle 
are features which further promote efficiency, further increase pro- 
ductivity, further reduce maintenance expense .. . features found in 
no other makes or kinds of vibrating screens. Among them are: 


1. Ability to adjust the angle of the live frame without requiring 
any change of the supports. 


. A stabilizing arrangement of the springs which relieves the eccen- 
tric bearings from the impact of thrust loads. 


. Aheavy, anvil-type floor-mounted cast base which absorbs impact 
forces eliminating the need for costly foundations or supports. 


. Triply-protected cloth arrangement. The cloth is supported over 
rubber-cushioned members; it is maintained under spring tension; it 
has a slight transverse arch. Whipping and crystalization are elimi- 
nated; failure from these causes is prevented. The arch further 
tends to distribute material across the full width of the screening 
surface—all of which is serviceable since there are no clamps, no 
straps, no bars to blank-off this screening area. 


Robins Gyrex Vibrating Screens are intended for heavy duty sizing 
and scalping. For fine sizing, the Robins Vibrex has a high speed, un- 
balanced vibrator. For horizontal installations and dewatering, the 
Robins Eliptex has an elliptical throw—to convey oversize material. 
For clarifying liquids and dewatering solids, the Robins Hydrex is 
demonstrating unusual merit and has introduced welcome economies 
in the process, chemical and reclaimed rubber industries. All Robins 
screens are fully described and illustrated in bulletins sent on request. 
Please specify the one in which you are interested, addressing your 
request to Dept. PF-7. 


ENGINEERS e MANUFACTURERS e ERECTORS 


an | CONVEYORS 


STORAGE AND RECLAIMING NCORPORATE D 
ACHINES AND SYSTEMS ° TAKE- caus CONVEYING BELT CO.) 
PS * LOADING AND UNLOADING PASSAIC «+ NEW JERSEY 
OWERS + TRIPPERS * WEIGH 
ARRIES *» WINCHES * WINDLASSES MATERIALS HANDLING MACHINERY 
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VARNISHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE 


CRESCENT 


THE RIGHT CABLE FOR THE RIGHT JOB 
Gor Example, These Two Among Many 


BARE WIRE 


MAGNET WIRE - 


: 
& 
3 
: 
: 
; 
: 
: 
3 


VARNISHED 
CAMBRIC 
POWER 
CABLE 


A widely used cable 
for general indus- 
trial power  pur- 
poses. Varnished 
Cambric insulation 
provides higher 


"“CRESFLE xX" 
NON-METALLIC 
SHEATHED 
CABLE 


A factory-assembled 
wiring system that 
is easily installed 
at low cost. Espe- 
cially suitable for 
war housing, indus- 


current carrying ca- trial and all interior 
pacity for same size wiring. Uses no 
of copper conduc- steel or zinc. 


tors. 








HE IN 


WAR PRODUCTION 100% at c: 


peed | 


Crescent Insulated ae 


Wire & Cable Co. last a 


CRESCENT] 


WIRE and CABLE 


g th 
Factory: TRENTON, N. J.— Stocks in Principal Cities 





' 





METALLIC SHEATHED CABLE 


ut. Ii 
rmou 
as th 
n the 
till be 


RESCENT ENDURITE SUPER-AGING INSULATION » WEATHER-PROOF WIRE H 
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rucks That Rain Death Upward 


HE INTERNATIONAL HALF-TRACK is a truck 
at carries its own pavement. It can 
peed over bog, sand, mud and mountain 
.. carrying armed-to-the-teeth person- 
el to seize and hold a position, or toting 
ast anti-aircraft firepower that rains 
eath upward. 


The International Half-Track is prov- 
g that it can take it, as well as dish it 
ut. It should. It’s a brother under the 
rmour to the International Truck that 
as the largest selling heavy-duty truck 
n the market when civilian trucks were 
till being made. 


International civilian truck service— 
the largest company-owned truck service 
organization in the world—is now a war- 
time truck service. More alert and effi- 
cient than ever to keep your trucks on 
their jobs. Whether they’re Interna- 
tional Trucks or any other make, bring 
them to the International Branch or 
Dealer. You’ll find International Ser- 
vice close at hand—pledged to keep your 
truck rolling—pledged to Victory! 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL TRUCKS 
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There is a Ric-wiL insulated conduit system engineered to your specific 
needs—the transmission of steam, hot water, oil, hot or refrigerated 
re liquids—providing heat transfer with the lowest possible loss, 


Zee: 


1. RIC-WIL INSULATED PIPE UNIT— SINGLE PIPE Sys 


Prefabricated complete units—pipe as specified, thoroughly insulated, 
helical corrugated conduit, coated and wrapped with asphalt satu 
asbestos felt. 21-ft. lengths for speedy installation. For underground 
overhead systems. 


2. RIC-WIL INSULATED PIPE UNIT— MULTIPLE PIPE SY: 


Any specified combination of pipes in prefabricated conduit—insul: 
and protected the same as the single pipe system. Any or all of the 4 
lines may be specially insulated to meet job requirements. 


3. RIC-WIL INSULATED PIPE UNIT—FOR PROCESS LIQU 


An adaptation of the tiple system used where a steam or hot w; 
line heats fluids in other lines. Pipes are insulated from the exterior 
not from each other. Sizes and specifications as required—conduit sa 
as for other insulated pipe units. 


4. RIC-WIL STANDARD TILE CONDUIT—TYPE F 


Vitrified glazed A. S. T. M. Standard Tile Housing—acid and waterpi 
—with foundation type base drain supporting weight of piping thro 
correctly engineered pipe supports. Positive locked-in-place cement s4 
on sides and ends. For single or multiple pipes. 


5. RIC-WIL SUPER TILE CONDUIT—TYPE F 


Same ad as Standard Tile but with walls er gwar do 
thick for strength under heavy traffic or where overhead load i 
normal. Will support concentrated static load of 6.tons per weed un 
actual installation conditions. Base drain of extra-heavy tile. 


6. RIC-WIL CAST IRON CONDUIT—TYPE F 


Heavy reinforced cast iron conduit for use where underground pi 
lines run close to or under railroad tracks. Durable, water-tight 
vibration-proof. Positive locked-in-place cement seals on sides and ¢ 
with metal clamps for extra tightness. 


7. RIC-WIL TILE CONDUIT—UNIVERSAL TYPE 


Where installation conditions dictate the use of a concrete pad Ric-V 
Universal Tile is recommended. Side walls are double-cell vitrified 
zoidal block design. Arch may be Standard Tile, Super-Tile, or Cast I 


8. RIC-WIL TILE CONDUIT—TYPE DA 


For oil or process liquids where conduit must be insulated but individ 
lines are not insulated from one another. I isad 

lining, moulded and keyed to inside of tile. May also be used (Type | D 
with fibre insulation for steam heat, power and superheated ste 
Applicable to Standard, Super-Tile and Cast Iron. 




















Ric-wiL accessories are available in all type systems; stand 
and special fittings, factory fabricated or field fabricat 
expansion devices, alignment guides, and anchors. Descripti 
bulletins on request. 


GET THE ORIGINAL — SPECIFY RIC-WIL 





INSULATED CONDUIT SYSTEMS 


RIC-WIL THE Ric-wiL COMPANY - CLEVELAND, OHIO 


AGENTS IN PRINCIPAL CITIE 
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Save to Win 


with these four simple rules 


of battery care: 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. 


Keep the top of the battery and 
battery container clean and dry at 
all times. This will assure maximum 
protection of the inner parts. 


Keep the battery fully charged— 
but avoid excessive over-charge. 
A storage battery will last longer 
when charged at its proper voltage. 


Record water additions, voltage, 
and gravity readings. Don't trust 
your memory. Write down a com- 
plete record of your battery's life 
history. Compare readings. 


If you wish more detailed information, or 
have a special battery maintenance prob- 
lem, don't hesitate to write to Exide. 
We want you to get the long-life built 
into every Exide Battery. Ask for booklet 
Form 3225. 


-— Exide — 


CHLORIDE 
BATTERIES 





...is a vital principle 


of utility operation! 


' Conservation of materials is no new story 
to the men who operate public utilities. 
With thrift and efficiency they have always 
planned for conservation. 


They’ve squeezed the last ounce of use 
out of materials and equipment in their 
care . . . and today, that need is intensified. 


One helpful principle to follow is that of 
“Buy to Last—Save- to Win.” Buy quality 
products and equipment, then care for it to 
avoid needless replacement. That conserves 
raw materials, labor, and space in factories. 
It frees these productive elements for essen- 
tial war production. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 


Exide Batteries of Canada, Limited, Toronto 
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TEST MADE AT APPROXIMATELY IOOOFEET GROSS HEAD 


EFFICIENCY — PER CENT 


30000 40000 $0000 
HORSEPOWER 


FIELD TEST CURVE 
for 


60,000 H.P.—925 NET HEAD—450 RP 
VERTICAL FRANCIS TURBINE 


Built by 


Newport News Shipbuilding and Dry Dock Company 
- (Hydraulic Turbine Division) 


Newport News, Virginia 


Our facilities for building turbines, 
valves, rack rakes, gates, etc., are now in 
use for constructing ships for the Navy. 
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LABLE for the DOORATION 








INNEAR WOOD ROLLING 


| Eliminate door problems for 

! 0 0 R 5 the duration—and long after 
with Kinnear WOOD Rolling Doors! 
heir coiling upward action assures high- 
ast efficiency. Years of service in hundreds 
of installation 

bility and low 

vertically, they 

wall areas clear at all times, 

able space. Theil coil com 

lintel, out of the way, out 

age. And they save war-vi 
interlapping-slat curtain © 

protection. It blocks out in 

as wind and weather! 

Kinnear Wood Rolling Doors are puilt in 
any size, for installation in old or new 
buildings. Available with motor or manua 
control. Write for details! 






ROLLING DOORS 


This pa 
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Attilities Almanack 








— 
Due to war-time travel restriction, conventions listed are subject to cancellation. 


"7 JULY +7 





— Society of Civil Engineers wil! hold meeting, Los Angeles, Cal., July 28-30, 





{ Montana Municipal League will hold convention, Butte, Mont., 1943. 





{ League of Iowa Municipalities will hold convention, Cedar Rapids, Iowa, 
Aug. 16-18, 1943. 9 











Y International Association of Electrical gai Northwestern Section, will hold 
meeting, Seattle, Wash., Aug. 26, 27, 














Qi International Association of Electrical Inspectors, Southwestern Section, will con- 
vene, Los Angeles, Cal., week of Aug. 30, 1943. 








LF arte or) Institute of Electrical Engineers will convene, Salt Lake City, Utah, Sept. 
—4 








q International Association of Electrical Inspectors, Western Section, will hold meeting, 
Chicago, Ill., Sept. 13-15, 1943. 








4 Municipal Electric Utilities Association of New York State will hold meeting, Lake 
Placid, N. Y., Sept. 15-17, 1943. 





{ Michigan Independent Telephone Association opens meeting, Lansing, Mich., 1943. 





{ American Water Works Association, Rocky Mountain Section, will hold annual () 
meeting and war-time conference, Denver, Colo., Sept. 16, 17, 1943. 





American Water Works Association, Western Pennsylvania Section, will hold annual 
meeting, Pittsburgh, Pa., Sept. 22-25, 1943. 





q League of Virginia Municipalitics will hold session, Roanoke, Va., Sept. 26-28, 1943. 





q National Safety Council will hold meeting, Chicago, Ill., Oct. 5-7, 1943. 











| American Gas Association will hold meeting, St. Louis, Mo., Oct. 11-13, 1943. 
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What Is the True Origin 
Of NRECA? 


Is the recently formed National Rural Electric Codperative As- 

sociation truly representative of the grass roots in the rural elec- 

trification movement? Why are attempts being made to expand 

the co-op program beyond the primary objective of bringing 
power to the farms? 


By JUDSON KING 
DIRECTOR, NATIONAL POPULAR GOVERNMENT LEAGUE 


INCE mid-May the executive offi- 
cers of the recently created Na- 
tional Rural Electric Codpera- 

ive Association have been conducting 
p campaign against Administrator 
Harry Slattery, of the Rural Electrifi- 
ation Administration, demanding his 
emoval from office. 

Coming so soon after the first na- 
ional convention of the association in 
St. Louis in January, where the admin- 
istrator made an address, and where 
relations appeared harmonious, the as- 
sault—for assault it is—has caused 


surprise and concern for the future of 
REA. This agency is rightly acclaimed 
as one of the finest and most needed 
achievements of this administration. 
In private and public utility circles 
alike, Mr. Slattery is known as a 
“straight shooter.” His integrity is 
unquestioned. Every right-thinking 
citizen wants to see REA, TVA, and 
like agencies kept out of “politics,” and 
free from self-seekers, without and 
within. This episode is creating mis- 
apprehension and confusion every- 
where. Its cause lies in an unexpected 
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quarter. It involves not only the 
future of REA and the farm codpera- 
tives, but clean government and honest 
administration, especially where gov- 
ernments, municipal, state, or national, 
are operating enterprises involving 
electric power. It is important that the 
people and state and Federal officials, 
as well as private utility executives, 
know the truth about this matter, and 
now. 


me the Pusiic UTILITIES Fort- 
NIGHTLY has a national circulation 
in official circles, I am glad to con- 
tribute an article to the FoRTNIGHTLY 
forum on this controversy, as I have in 
the past on other disputed issues. 

The St. Louis convention of the 
NRECA challenged the attention of 
the utility world, as indicated by Mr. 
Farrar’s article in the ForTNIGHTLY 
of May 27th. What did the newcomer 
actually signify and what was really be- 
hind it? Public power people took it 
to be a genuine rural grass-roots or- 
ganization, inspired, organized, and 
controlled by the cooperatives, that was 
formed to defend the co-ops against at- 
tack from without and to speed up 
rural electrification after the war. 

Private power people and politicos 
saw in it also, among other things, the 
possible makings of a political machine 
instigated in fact, if not in theory, by 
the Roosevelt administration, which 
would be useful in congressional elec- 
tions and the presidential contest of 
1944, in addition to unwarranted and 
ill-advised invasion of the domain of 
private enterprise outside the utility 
field. 

The truth ts that neither of these as- 
sumptions is correct. 

The association was not inspired by 
JULY 8, 1943 


Administrator Slattery, Secretary 
Wickard, and certainly not by Presi- 
dent Roosevelt. The evidence herein 
presented would indicate it is pri- 
marily the brain child of one man— 
Robert B. Craig, a deputy administra- 
tor of REA up to his resignation on 
May 6th. 

Many of the activities of the high- 
powered executives of the association, 
working in close codperation with Mr. 
Craig, are just as much a surprise to 
the high officials named and will be to 
the distinguished gentlemen who spoke 
at the St. Louis convention and to my- 
self, as they doubtless were to the mem- 
bers of Chairman Tarver’s subcom- 
mittee in charge of Agriculture’s ap- 
propriations who inquired how this 
new association happened to happen. 

To make my position clear at the 
start, I have advocated rural electrifica- 
tion since the struggle over Muscle 
Shoals, resulting in TVA, began in 
1921. I have been special consultant 
on power policy to Administrators Car- 
mody and Slattery since 1937. I be- 
lieve in an organization of the REA 
co-ops from the bottom up—and not 
from the top down—and hoped this 
might be carefully managed and be- 
come one, 


The Official Theory of 1943 


ae C. Tate, president of the 
association, in his address at the 
St. Louis convention, gave an official 
account of its origin. He began: 


The birth of your association is almost like 
fiction. As a result of copper hearings dur- 
ing the months of November and Decem- 
ber, 1941, before the Tarver subcommittee 
of the House Appropriations Committee, 
there were those of us from all sections of 
the country, who had the pleasure of meet- 
ing and exchanging views as to the Rural 
Electrification Administration program and, 
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growing out of this meeting, there was ex- 
pressed a feeling from all parts of the coun- 
try that a national association of the co- 
Operatives would be an ideal means of fight- 
ing for, and the mutual protection of, all the 
cooperatives since it was evidenced at the 
congressional hearing that there was a con- 
certed private utility opposition to our pro- 
gram. (Italics supplied.) Congressional Rec- 
ord, March 5, 1943, p. A1054. 

The impression here given is that co- 
Operative leaders from the country 
themselves got the idea of this associa- 
tion in December, 1941. (Note the 
date.) To say the least, Mr. Tate’s 
historical account needs to be supple- 


mented. 


Deputy Craig’s Plan of 1940 


J jew: A. BECKER is a substantial busi- 
nessman of Hartford, Wisconsin, 
and director in several companies. 
For many years he has been an advo- 
cate of rural electrification and became 
a strong supporter of REA. He was 
Director of Rural Electrification for 
the state under the governorship of 
Phil LaFollette to August, 1938, when 
the Wisconsin Development Authority 
was created. He was its manager until 
July, 1940, when illness forced him to 
resign. He is still a director. 

Some five months later, on Saturday 
afternoon, December 14th, Becker, in 
Washington on business, was invited 
by Mr. Craig to meet him at a luncheon 
conference. It lasted nearly three 


q 


7 
“Tue St. Louts convention of the NRECA challenged the 
attention of the utility world, as indicated by Mr. Farrar’s 
article in the FORTNIGHTLY of May 27th. What did the new- 


hours. At that time Craig outlined a 
scheme for organizing the REA co-op 
on a national scale which he was pro- 
moting. He tried to enlist Becker’s in- 
terest, insisted that they keep in touch, 
but did not offer him a position at that 
time. Later Craig instructed an REA 
official under his jurisdiction to inter- 
view Becker and offer him a position 
with the REA. Becker was not in- 
terested, however, although he was not 
aware that the offer was made at 
Craig’s direction. 

Three days after this conference 
Becker wrote a memorandum on the 
substance of Craig’s talk, in which he 
states, ““To me the scheme looked very 
sinister, unscrupulous, and politically 
corrupt ... (and) I am just putting it 
in type for future reference.” 

This document, known to but few, 
and never published, is before me with 
the author’s permission to quote there- 
from. The following will show that 
Craig’s plan, then outlined, is in the 
main essentially of the same pattern as 
the association now operating and 
which President Tate reports in effect 
was originated by himself and other 
back-home codperators a whole year 
later. (The side heads and italics are 
mine. ) 


MBITION, Tutor, and Tactics: Mr. 
Becker records that Craig first 


comer actually signify and what was really behind it? Pub- 
lic power people took tt to be a genuine rural grass-roots or- 
ganization, inspired, organized, and controlled by the co- 
Operatives, that was formed to defend the co-ops against 
attack from without and to speed up rural electrification after 


the war.” 
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told him of securing the discharge of 
certain head men in REA who had re- 
fused to cooperate with him. He went 
on to say that he had learned his politics 
right in Columbus, where Harding was 
nominated and from whence the US 
was run for some time. Craig said his 
tutor was Harry Daugherty, who was 
the smartest politician of his time, and 
from Daugherty he had learned that in 
public life you either had to rule or be 
ruled and that he made up his mind 
when he came to REA to run it. He 
said he was running it from within, but 
if anything should come up that he 
could not do so, he would run it from 
without. 

It will be remembered that Harry 
Daugherty was the leader of the 
famous ‘“‘Ohio Gang” of the 1920’s and 
was Attorney General under President 
Harding. 

Personal Control and How Exer- 
cised: Mr. Becker wrote that Craig 
then proceeded to elaborate on his 
plans and described a method of greatly 
reducing rural electric rates, for which 
he claimed to have secured support in 
high places. Craig said in substance 
that this would be a spectacular plan, 
would get a lot of publicity, and make 
friends among the codperatives. Cash- 
ing in on this popularity and confi- 
dence, purchasing groups would be set 
up. These groups will send to the cen- 
tral group all their orders for appli- 
ances and equipment and the central 
organization will buy from the manu- 
facturers on bid or negotiated basis and 
send merchandise to the groups, allow- 
ing them a small commission, but they 
would sell to farmers at a considerably 
lower figure than other retail outlets. 
Payments would be extended over long 
periods at about 4 per cent. These 
JULY 8, 1943 


groups would be their most important 
and loyal contacts with the public and 
absolute control over them would be 
secured through the commissions on 
merchandise. These local groups would 
be allowed to collect from 25 cents to 
35 cents from each member of the co- 
Operatives, of which 10 cents would be 
remitted to the central organization. 
This would give the central organiza- 
tion, which Craig proposed to control 
directly or indirectly, $100,000 from 
membership fees alone. The country 
would be regionalized into ten regions 
and staffed with personnel absolutely 
loyal to himself. This would give him 
absolute control of the field from the or- 
ganizational, economic, and _ political 
angles. There would be no whisper in 
the field that he would not hear. 


Politics and Campaign Funds 


M Rk. BECKER records that Craig 
went on with his elaboration and 


explained that through these purchas- 
ing groups and the central organiza- 
tion he and his associates would be ina 
position to control many congressional 


and several senatorial offices. They 
would have 1,000,000 members, which 
means about 4,000,000 votes. Further, 
they would have manufacturers doing 
millions of dollars worth of business 
with them and during campaigns they 
could raise lots of money for their polit- 
ical friends from these sources. Craig 
explained that, as a matter of fact, the 
purchasing plan itself would be set up 
in such manner as to allow a certain 
percentage of sales for campaign pur- 
poses and boasted that with 4,000,000 
votes and several hundred thousands 
in campaign funds, they would main- 
tain in public office enough friends that 
even the devil could not hurt them. 
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WHAT IS THE TRUE ORIGIN OF NRECA? 








Executive Head of NRECA 


, 66 M®* Ettts had introduced the Arkansas Valley Authority bill and 
was known throughout Washington as a sincere fighter for 


rural electrification and public power. . 


. . His reputation was a strong 


factor in inspiring the confidence of the farmer members of the co-ops 
and the ‘power bloc’ in Congress in the new association.” 





Craig’s Machine: Mr. Becker re- 
cords Craig’s descriptions of the 
methods he intended to employ to ac- 
complish his ends. His memorandum 
goes on, in effect, to state that Craig 
told him that he, Becker, must realize 
that to accomplish this program he 
would have to have in the organization 
people who were loyal beyond any pos- 
sibility of a doubt and who were able 
(the organization appeared to include 
people inside as well as outside REA). 
Craig said he would have to have the 
same type of people in the field (as in 
Washington) and that is where the 
hard job would come, because outside 
people could not be watched closely like 
those in the office, but Craig was sure 
that he would have that part of the or- 
ganization working satisfactorily. He 
urged Becker to keep in touch with him 
and said that So and So had assured 
him Becker was reliable. 

Mr. Becker’s Prophesies: Conclud- 
ing his “Transcript of Conversation,” 
as he heads this remarkable memoran- 


dum, Becker notes that on returning to 
his hotel he told a friend: 

“Without going into details, that 
Mr. Craig intends to run REA for 
some time to come, either from within 
or without.” 

He adds: 

“Allowing the so-called ‘statewide’ 
or purchasing groups to tax members 
for the benefit of individuals who will 
run these groups, he will have their sup- 
port. Political manipulations of farm- 
er votes are a matter of disreputable 
record of many pseudo farm leaders. I 
can see that Craig, if permitted to carry 
his plan through, may become one of 
the moral menaces of REA and our 
political and social well-being. Yet, 
what can I do?” 

Had this memo been given publicity 
at the time it was written, it would have 
appeared preposterous, since Mr. 
Craig had a general reputation of being 
an able, forceful, loyal, hard-working 
deputy administrator, enthusiastically 
devoted to the REA program and pub- 
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lic power generally. Becker, himself, 
thought it might be a “pipe dream,” but 
the astonishing fact remains that 
Craig has apparently put over much of 
his plan by essentially the methods he 
described to Becker. 


The National Is Incorporated 


IFTEEN months later, on March 19, 
1942, the National Rural Electric 
Codperative Association (NRECA) 
was incorporated in the District of 
Columbia by ten men who named them- 
selves its board of directors. These 
gentlemen, while connected in various 
capacities with REA co-ops in their re- 
spective states—some being employees, 
others members of co-op boards—were 
not sent by the co-ops or state co-op 
organizations to Washington to start 
a national association. It is now known 
that they were acceptable to, if not 
selected by, Deputy Craig. Indeed, sev- 
eral persons are unkind enough to as- 
sert that they were “hand-picked.” 
The next day a reception was held 
at the Willard hotel. Testifying before 
Chairman Tarver’s subcommittee on 
Agriculture appropriations on March 
3, 1943, Mr. Craig said, “I attended, 
on invitation, the meeting when the 
directors came to Washington. They 
invited members of Congress, the ad- 
ministrator, and myself. I think they 
invited the Secretary of Agriculture to 
a meeting here at the Willard hotel.” 
(Hearings, p. 1244.) Senator Norris 
and Representative Rankin, among 
others, attended. Thus the NRECA 
got off to an auspicious start under the 
apparent aegis of official Washington, 
including the two most distinguished 
proponents of rural electrification in 
Congress. These names they could and 
did use as their sponsors and inspirers. 
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Administrator Slattery had not been 
consulted and knew nothing about the 
incorporation of the new association 
until invited to attend the reception at 
the Willard. The writer was likewise 
in the dark. When he asked Deputy 
Craig concerning its origin, Craig 
definitely stated that he did not know; 
that it was the work of the farmers, and 
gave the impression that he was as 
much surprised as Mr. Slattery and the 
writer. 


A VIGOROUS membership campaign 

was launched with the incorpora- 
tors paying their own expenses at the 
start. The cooperatives were solicited 
by letter and personal visitation. Presi- 
dent Tate, in St. Louis, reported that 
he traveled 30,000 miles and covered 30 
states. Deputy Craig was also active 
behind the scenes. 

After Congressman Clyde T. Ellis, 
of Arkansas, lost his race for the U. S. 
Senate that fall, he was made executive 
manager. Mr. Ellis had introduced the 
Arkansas Valley Authority bill and 
was known throughout Washington as 
a sincere fighter for rural electrification 
and public power. He and Craig were 
close friends and still are. His reputa- 
tion was a strong factor in inspiring 
the confidence of the farmer members 
of the co-ops and the “power bloc” in 
Congress in the new association. 

In the canvass, as was right and to 
be expected, chief emphasis was placed 
upon the purpose of the association to 
“fight the power trusi.” The farm 
cooperatives had long felt the need o 
united effort for mutual protection, be- 
cause most of them had suffered from 
opposition. 

Next came plans for reducing in- 
surance costs, a new safety program, 
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cheaper appliances and equipment, and 
a national magazine. 


St. Louis Convention 


AME January and the spectacular 
St. Louis convention, where in- 
creased confidence was inspired by the 
character of the chief speakers and 
further emphasis on the need of pro- 
tection. 

It is small wonder that the public and 
even official Washington was confused, 
failed to distinguish between the REA, 
the administration, and the new asso- 
ciation. It appeared at first that the 
latter was a child of the administration 
and REA and the whole affair a family 
birthday party. Why not? The pro- 
moters had secured letters from the 
President and the Vice President; 
Secretary Wickard also sent a message, 
read by Administrator Slattery, who 
made an address. Secretary Ickes 
wound up the program with a night ad- 
dress; Chairman Olds of the Federal 
Power Commission and Director Pope 
of the TVA were speakers. Senator 
Norris made an address; Representa- 
tive Rankin sent one to be read; Sena- 
tor Russell was a speaker ; also two Re- 
publican Senators, Mr. Aiken of Ver- 
mont, and Mr. Butler of Nebraska. 

‘The subject of Deputy Robert B. 
Craig was “REA and Tomorrow.” 
President Tate spoke on “Progress of 
the NRECA to Date.” Executive 


q 
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“THE framers of the REA Act did their best to keep the ad- 
ministration of REA strictly nonpartisan. The spirit and 
text of the act have been observed, and that is one reason 


Manager Ellis explained “Why We 
Are Here.” 

The major theme of the convention 
was reflected in newspaper headlines— 
“Electrifying Every Farm Is Keynote 
Here”; “Norris Relates a Never-told 
Story of REA”; “Ickes Denounces 
‘Selfish Patriotism of Money’ of Pri- 
vate Power Interests.” All of which 
was normal, exactly what the public 
power forces of the nation would ex- 
pect and approve and which certainly 
expressed the will of the thousand and 
more earnest, honest, farm co-op 
people in attendance. 

It needs to be pointed out, however, 
that what brought over 1,000 delegates 
to St. Louis at that time at the expense 
of their local co-ops was, not the asso- 
ciation, but an REA “food-for-victory 
war conference.” This was held at a 
hotel on January 21st-22nd. By hold- 
ing its convention on January 19th and 
20th, the association got the benefit of 
the whole attendance, since most of 
them came two days in advance to at- 
tend both events. Not more than one- 
third of the auditorium audience were 
delegates to the association convention. 

As a boost for REA and public 
power, the NRECA affair was helpful 
and a great success. 


B’ there was something else afoot 
—unknown to the distinguished 
speakers, the audience, and, my guess 


why REA stands so high in public esteem in addition to its 
splendid financial record. The imminent danger 1s that this 
unfortunate episode be made a football of partisan politics 


which would be acrime...” 


9 
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is, even some of the incorporators. Sup- 
pose Bob Craig had set forth in his 
speech what he had told to Becker ? 

The fact is that a majority of the 
co-ops would have preferred a national 
association which grew, as they ex- 
press it, “from the bottom up.” They 
do today. Many of them feared the pos- 
sibility of manipulation by a small 
coterie in this venture being promoted 
“from the top down.” But this, of 
course, is exactly what Craig wanted, 
as revealed in the Becker interview. 
The existing board of directors was 
officially elected, with some changes. 
Reports were made and business trans- 
acted since when the executives, in 
speeches, letters, and official bulletins 
have constantly impressed on the mem- 
bers that “this is your organization.” 
The high-powered campaign proceeded 
under its supposedly high sponsorship ; 
many of the hesitating “grass-root” 
cooperatives, but by no means all, went 
along, joined up, and waited for future 
developments. 

When Mr. Tate started his member- 
ship drive after incorporation in 
March, 1942, Deputy Craig got busy 
in REA. His first lieutenant was the 
late Charles O. Falkenwald, chief of the 
division of applications and loans, 
which was directly under Craig’s super- 
vision. Here Craig had the loyalty and 
ability he desired because “Charley,” 
as he was affectionately known, honest- 
ly believed in the plans for the new or- 
ganization in principle. There came a 
time, however. 

It is known (and investigation would 
establish) that, true to the tactics re- 
vealed to Becker, Craig built up a per- 
sonal machine among the home office 
and field personnel of REA and also 
among the codperatives. These kept 
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him constantly informed and used their 
influence to urge the co-ops to join the 
association. This despite an order 
issued by Secretary Wickard on July 
22, 1942, forbidding employees to take 
part in “promoting” the NRECA. This 
was in accordance with a general rule 
of the department prohibiting em- 
ployees from promoting or aiding mem- 
bership campaigns in general farm or- 
ganizations. The Craig following 
naturally wanted him to become admin- 
istrator and Craig was willing. It is 
my opinion that he even had such am- 
bition at the time Slattery was named 
administrator. 

Always pleasant and captivating in 
manner, Craig could be quite bluntly 
forthright when he encountered oppo- 
sition. 

Recalling Craig’s idea of tapping 
private corporations, it is interesting to 
note that Tate and Ellis were apt 
pupils. The St. Louis Sunday news- 
papers for January 17th preceding the 
convention carried an impressive, full- 
page ad inviting the public to attend, 
with cuts of five of the distinguished 
speakers. At the bottom we read: 
“This Advertisement Sponsored by 
Manufacturers and Distributors of 
Electrical Equipment and Appliances.” 
Contributions were solicited, not 
volunteered. Some responded, others 
did not, but that is another story. : 

When Mr. Craig himself described 
the pretentious magazine the associa- 
tion proposed to publish with a prospec- 
tive circulation of 1,000,000 copies 
monthly, I asked him, “Bob, how pay 
for all this?” He replied, “Advertis- 
ing.” I answered, “No! Better publish 
a 12-page mimeograph sheet than put 
your necks in that noose.” And the 
fight was on. 
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The Genesis of NRECA 


‘«.. the National Rural Electric Coéperative Association (NRECA) 

was incorporated in the District of Columbia by ten men who named’ 

themselves its board of directors. These gentlemen, while connected in 

various capacities with REA co-ops in their respective states—some be- 

ing employees, others members of co-op boards—were not sent by the 

co-ops or state co-op organizations to Washington to start a national 
association.” 





The Insurance Program 


HE war and priorities forced a 

postponement of the plan told 
Becker of setting up appliance and 
equipment purchase concerns as sub- 
sidiaries controlled by “the central or- 
ganization,’ and insurance took first 
place. 

It had been made a main sales 
feature of the membership drive. 
Everywhere it was assumed the set-up 
would parallel the no-profit-to-anybody 
Rochdale codperatives, or mutuals, 
with which farmers are familiar. 

But here again Mr. Craig had been 
quietly in the lead with his own ideas. 
Max M. Drefkoff has been head of the 
insurance section of the codperatives’ 
operations division of REA. He did 
the spade work for Craig on the insur- 
ance scheme. He was recently suspend- 
ed for insubordination and other rea- 


sons. A statement by John Carson, sub- 
mitted personally and not for the Co- 
Operative League of the U. S., of which 
he is the Washington representative, 
contains the following information: 

Mr. Carson states that in the spring 
of 1942 (not long after the association 
was incorporated) Drefkoff came to 
him seeking information about co- 
Operative insurance companies, ex- 
plaining that they were thinking of de- 
veloping an REA insurance codpera- 
tive. 

Carson asked Drefkoff why this 
was advisable, since the co-op mem- 
bers could get cheap insurance from 
reliable codperative insurance com- 
panies, of which many REA people 
were already members. Why dupli- 
cate? 

Drefkoff replied, “Oh, no! We 
are going to have our own company. 
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We want our own company that Bob 
(Craig) and I can control!” 

Carson said, “That is just what I 
suspected. You are no more interested 
in the welfare of REA cooperative 
members than is the average insurance 
company official.” 

On January 6, 1943, two companies, 
the Rural Mutual Casualty Insurance 
Corporation, and the Rural Mutual 
Fire Insurance Corporation, were in- 
corporated in Maryland by two direc- 
tors and the two counsel of the asso- 
ciation acting as individuals. The 
NRECA, per se, is not mentioned and 
has no control. Steve C. Tate was 
made president of both. 

At about this time Mr. Falkenwald, 
who had, in connection with his other 
duties and under the direction of Craig, 
advocated the insurance plan in private 
sessions of many co-op meetings, re- 
belled. He quarreled with Craig, 
withdrew his support, and reported to 
the administrator who then first 
learned about the change in the insur- 
ance plan. 

Falkenwald had supposed that the 
working capital of the insurance 
mutuals would be derived from mem- 
berships which gave the co-ops control. 
He discovered, however, that the plan 
actually developing was that the 
mutuals, set up as private corporations, 
proposed to raise $1,000,000 or more 
as loans from the codperatives on un- 
secured notes. 


M R. SLATTERY had already request- 
ed Secretary Wickard* to have 


*It is understood that the solicitor of the 
Agriculture Department has prepared such an 
opinion (now pending for release in the At- 
torney General’s office) and that it generally 
sustains the right of REA to restrict the use 
of funds and revenues (including membership 
fees) of mortgaged co-ops. 
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an opinion prepared on the legality of 
the use for insurance purposes of any 
funds of the REA codperative borrow- 
ers. He learned from Falkenwald for 
the first time of the switch to the loan 
plan, which astonished him. No opinion 
has yet been handed down by the de- 
partment solicitor or by the Attorney 
General. Nevertheless, the promoters 
of the mutuals have boldly and confi- 
dently assured the cooperatives that 
they have such rights and have gone 
ahead. Many thousands of dollars 
have been already received. 

The administrator was disturbed 
still more when, later, he received from 
a local co-op official a 20-page, mimeo- 
graphed pamphlet which the executive 
manager, Clyde Ellis, was preparing to 
send out. It was titled “A Comprehen- 
sive Insurance Plan for REA Coépera- 
tives.” This shows that the enterpris- 
ing promoters were than planning, not 
only to insure the co-ops, per se, but to 
vend all sorts of insurance to individual 
members and their immediate families. 
We quote, from the heading “Benefits 
to Be Derived from Rural Mutuals,” 
the following: 

44. (Q) Will REA directors, trustees, 
superintendents, and employees, derive any 
special benefit from the insurance program 
of the Rural Mutuals? 

(A) Yes, ina very substantial way. Direc- 
tors, trustees, superintendents, and em- 
ployees on the 800 REA systems aggregate 
over 15,000 persons, a group sufficient to 
benefit from a program of accident prever- 
tion, health, and hospitalization insurance, 
which may either be written by the Rural 
Mutuals or purchased at greatly reduced 
rates from other companies through Rural 
Mutuals. This group of over 15,000 persons 
is large enough to procure advantageous 
rates of group life insurance, also. 

45. (Q) Will individual members of the 
codperatives benefit from the insurance pro- 
gram of the Rural Mutuals? 

(A) Decidedly. The charters and by-laws 
of both the Rural Mutual Casualty Insur- 


ance Company and the Rural Mutual Fire 
Insurance Company are broad enough to 
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cover a large number of insurance activities 
which may directly be used to benefit indi- 
vidua! members and their families. 

46. (Q) Specifically, what types of insur- 
ance may the Rural Mutuals write in accord- 
ance with their charters and by-laws? 

(A) The Rural Mutuals may, in addition 
to other types, insure specifically against: 

1. Loss or liability for bodily injury, death 
by accident, disability, sickness, or disease, 
including employees’ liability and workmen’s 
compensation. 

2. Loss or liability resulting from the 
ownership of automobiles or other vehicles, 
excluding losses by fire (fire losses are cov- 
ered under separate charter). 

3. Loss or damage to machinery or boil- 
ers, transmission lines, etc. 

4. Make contracts for hospitalization in- 
surance. 

see contracts for fidelity and surety 

nds. 

6. Losses or damage by fire, lightning, 
hail, frost, snow, or explosion, on all types 
of property, real or personal. 

7. Losses or damage caused by action of 
the elements or adverse manifestations of 
nature. 


The question arises where President 
Tate and his board were to get the 
money to repay these loans on a 3 per 
cent interest rate. It is proposed to or- 
ganize appliance and equipment 
mutuals in some form, probably along 


§ the lines Craig described to Becker, and 


out of the returns settle the loans. 
Craig’s plan envisioned a business of 
millions of dollars, with many corpora- 
tions and most of the co-ops. 


| adressen was now brought upon Ad- 
ministrator Slattery. On March 
25th, in St. Louis, Executive Manager 
Ellis and others came, laid upon his 
desk a prepared letter for his signature, 
endorsing the mutuals, to be mimeo- 
graphed and sent to all codperatives, to- 
gether with a copy of the pamphlet 
above described. This, in effect, would 
make a government official a kind of 
super insurance salesman for a private 
corporation. Slattery refused to sign 
and a scene ensued, which was broken 
up by a telephone message that Charles 


Falkenwald had been seized by a heart 
attack at his home and was dying. Mr. 
Slattery immediately left for the bed- 
side. 

Later, Ellis sent the administrator a 
long letter, charging that he had been 
kept fully informed about the insurance 
plans and was now double-crossing the 
association by declining to endorse it. 

On April 19th, in response to a large 
number of inquiries from the codpera- 
tives asking advice, the administrator 
mailed to all codperatives a Stop, Look, 
and Listen letter, which had been care- 
fully prepared with the assistance of 
General Counsel Nicholson, of REA, 
and high officials of the Department of 
Agriculture. 

On April 23rd, at a session of the 
executive board of the association in 
Washington and in its presence, Presi- 
dent Tate called Mr. Slattery over the 
long-distance phone at St. Louis, ex- 
pressed indignation at the letter of 
April 19th, and threatened to drive him 
out of public life. Slattery stood pat. 

Tate, Ellis, et al. then made charges 
against the administrator to Secretary 
Wickard and on May 8th sent a letter 
to the President demanding his resig- 
nation. An intensive lobbying cam- 
paign against Mr. Slattery among Sen- 
ators, Congressmen, and Washington 
officials was begun and releases were 
sent to the press. The St. Louis Post 
Dispatch, for example, on May 19th 
carried a front-page article headed 
“Rural Electric Co-ops Seek to Oust 
Slattery. Association Attacks Him Be- 
cause He Opposes Their Two Insur- 
ance Projects.” Ellis afterwards denied 
their opposition grew out of the admin- 
istrator’s failure to endorse the insur- 
ance plan and alleged the real reason 
as incompetency. 
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It is extremely doubtful, however, 
that, had Mr. Slattery signed the letter 
of endorsement, as demanded, and ap- 
proved the famous catechism, these 
charges would have ever been brought 


to light. 
I“ an attempt to buttress the incom- 
petency allegations, association 
spokesmen have alleged that the resig- 
nation of Deputy Administrator Craig, 
on May 5th, was due to his inability to 
work longer with Mr. Slattery. There 
are other things, however, which ap- 
pear to have a significant bearing upon 
his resignation. On March 3rd, when 
the REA appropriation was under 
scrutiny by Chairman Tarver’s House 
subcommittee, the origin of the 
NRECA was brought up. Congress- 
man Dirksen, who had been inquiring 
as to whether REA men had been 
guiding the destinies of the association, 
turned to Craig and asked, “Mr. Craig, 
did you have anything to do with it? 
Have you any identity with it?...” 
Craig replied, ‘‘... Now, as to guiding 
its destinies, I have not guided its des- 
tinies in any way whatsoever.” 
To sum up, the conduct of the Wash- 


ington office of NRECA checks with 
the original Craig determination to 
control the policies and personnel 
of REA either from within or without, 
or both. He is still influential in the 
association. The June issue of its bulle- 
tin carries his picture and an editorial 
headed ‘“‘We Are Not Happy over Dr, 
Craig’s Resignation.” 

Mr. Craig, incidentally, went direct- 
ly from St. Louis to Pittsburgh to ac- 
cept a position with a wire equipment 
company. He was last reported in 
Mexico representing this corporation. 
Subsequently, William J. Neal, well- 
known New Hampshire farmer, was 
appointed by Secretary Wickard to suc- 
ceed Craig as deputy administrator. 

The framers of the REA Act did 
their best to keep the administration of 
REA strictly nonpartisan. The spirit 
and text of the act have bee# observed, 
and that is one reason why REA stands 
so high in public esteem in addition to 
its splendid financial record. 

The imminent danger is that this 
unfortunate episode be made a football 
of partisan politics which would be a 
crime against the great cause of rural 
electrification. 





Aerial Taxi Service by Helicopter 


S 


AMUEL J. SOLOMON, president of Northeast Airlines, recent- 
ly disclosed plans for a postwar set-up wherein helicopters 


would be used to carry mail and passengers from town and city 
roof tops to major air-line terminals as part of what he called 
“an aerial taxi service.” 

As an initial step, Northeast officials filed with the Civil Aero- 
nautics Board in Washington an application for a “helicopter 
service to carry air mail and express to and from the roof tops 
of over 400 post offices and railroad stations in the six New 
England states and New York.” Mr. Solomon said the service 
would operate not only between cities and towns but also from 
congested urban areas to airports. 
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Postwar Mass Employment 
In Public Works 


PART II. Communication, Transportation, and Other Improvements 


In the preceding part of this article the author, after outlining the 

general problem, considers what may be done in the way of developing 

power resources. In this, the concluding part of the article, he discusses 

what may be done with respect to river improvements and other water- 

works, communication and transportation, city improvements, and 
social welfare. 


By TADEUSZ B. SPITZER 


3. Communication and 
Transportation 


HE improvement of existing rail- 
ie and the construction of new 

ones will play a prominent role in 
this general field of public utilities. 
There are several areas in the world 
where vast territories are covered by 
only one railroad. The Trans-Siberian 
railway is one example. China fur- 
nishes another. Even before the war 
the Chinese railroad system was very 
small, and at the present time inland 
China has no railway at all. Africa, 
Australia, and certain South American 
areas also offer great possibilities for 
railway construction. It is obsolete to 
argue that it is useless to build new 
lines in such areas simply because they 
are sparsely inhabited. Actually, com- 
munication is established through tech- 


nical opportunities and has a potential 
power limited only by human needs, 
which are, in general, unlimited. Rail- 
ways make possible the discovery of 
territories suitable for new settlements. 
They also constitute a vitally important 
artery for the development of a coun- 
try’s cultural and economic life, as well 
as for its social well-being. Table II 
shows that there are striking differ- 
ences among leading countries of the 
world in railway mileage per inhabi- 
tants. 


TABLE II 
Rattway NEts IN SoME COUNTRIES IN 1937 


Miles per 10,000 


Countries Inhabitants 


3.7 
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Miles per 10,000 
Inhabitants 


Countries 


Netherlands 
Poland 

Rumania 
Switzerland 
United Kingdom 
United States 


. The United States of America has 
the greatest percentage of railway 
miles per inhabitants—seven and one- 
half times greater than the lowest coun- 
tries in this table, Italy and the Nether- 
lands. And the figures given here are 
only for those countries which have the 
best railway conditions. Many other 
countries are far worse off, and their 
development has been seriously handi- 
capped by this deficiency. 


HE following statement, made by 

Dr. H. D. Fong, is a remarkable 
illustration of China’s needs in the way 
of railway communications (“Post- 
war Industrialization of China,” page 
16): 


We may well bear in mind that the whole 
of China including Manchuria had before 
the war only 45 kilometers (about 28 miles) 
of railways per million population. (In the 
above table, China would be at the end of 
the list with about 0.28 miles per 10,000 
population.) 


Dr. Sun, in his book ‘The Interna- 
tional Development of China,” pub- 
lished in 1922, stressed China’s great 
need for modern means of transporta- 
tion by proposing the construction of 
100,000 miles of railway to cost ten 
billion yuan (roughly three billion dol- 
lars at that time) : 

Transportation and communication in 
America have made possible, relatively 
speaking, an economic distribution of the 
country’s population; whereas, because of 
China’s backwardness in these essentials, 
about six-sevenths of her population is con- 
gested in one-third of her area. Railway 
freight rates in the United States average 


slightly more than one cent per ton-miles, 
contrasted with transportation costs in 
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China via beasts of burden, human carriers, 
or wheelbarrows of about ten times this 
amount. Improvement in transportation will 
not only reduce costs of freight, but will also 
release for industrial employment consider- 
able man power now engaged in transporta- 
tion. 


Another Chinese opinion estimates 
that about 20 per cent of the Chinese 
population is engaged in transporta- 
tion. 

Plans have also been projected to re- 
lieve the situation in Africa, A French 
program proposes a Trans-Sahara rail- 
road to connect the Mediterranean 
with the Niger river. This could be ex- 
tended to a Trans-African railroad 
through the Congo to Capetown. 

Other means of transportation also 
offer great opportunities. There is no 
country which could not benefit by a 
great program of highway construc- 
tion. The Pan-American highway sys- 
tem plans for about 10,000 miles of 
main highways. China’s program for 


the period from 1927 to 1937 stipu- 
lated the construction of 200,000. In 
regard to China’s highways, Lewis 


L. Lorwin (“International Public 
Works,” page 42) said that this pro- 
gram and a further one for 300,000 
miles more, can still be made an actual- 
ity. It has been impeded because China 
has been engaged in war for twelve 
years. But China can still look forward 
to important achievements in this par- 
ticular field, in spite of the war. Even 
within the last nine years China has 
made progress by increasing road mile- 
age from 10,000 to 60,000 miles. The 
fact that she is at war has greatly in- 
creased the importance of her south- 
west and northwest system of highways 
connecting with the Burma road. 

In Russia, India, southwestern Asia 
(Iran, Afghanistan, Iraq, Transjor- 
dania), Africa, South America, and 





Austra 
needed 


way pt 


AY 


rapidly 
tation. 
during 
especic 
an im 
Long- 
tional 
comm 
exchai 
transp 

Bef 
cure t! 
nomic 
they | 
worki 
munic 
nical; 
is wel 
realist 
will b 
planes 
passet 
to 401 
come: 
hours 
Equa 
from 
Such 
tude 


POSTWAR MASS EMPLOYMENT IN PUBLIC WORKS 


Australia, two generations will be 
needed to complete the outlined high- 


way programs. 
ge aviation is a newcomer, 

it will probably develop more 
rapidly than other means of transpor- 
tation. Its remarkable achievements 
during the last twenty-five years, and 
especially during this war, will open up 
an important new field of activity. 
Long-distance express tours, both na- 
tional and international, will facilitate 
communication and will speed the trade 
exchange of cargo demanding rush 
transportation. 

Before the United Nations can se- 
cure the international political and eco- 
nomic cooperation they hope to achieve, 
they must have at their disposal a 
working system of international com- 
munication and transportation. Tech- 
nically, the potential range of aviation 
is well-nigh unlimited. It is perfectly 
realistic to say that after the war we 
will be able to produce standard air- 
planes that will carry 50 to 100 tons of 
passengers and cargo at a speed of 300 
to 400 miles an hour. When that day 
comes, it will take only sixty to eighty 
hours to fly around the world at the 
Equator, or thirty to forty hours to go 
from Quito to Singapore or Batavia. 
Such a round-world flight at the lati- 
tude of 40° can be accomplished in 


q 


= 


only sixteen to twenty-two hours. This 
particular latitude, north of the Equa- 
tor, would be the most economical 
route. It would have the further ad- 
vantage of touching important centers 
of economic life, such as New York, 
Lisbon, Madrid, Naples, Istanbul, 
Baku, Tashkent, Chunking, and 
Shanghai. The second half of this 
global tour would cover Tokyo, San 
Francisco, and back again to New 
York. Another line could go from the 
east coast of the United States to Lon- 
don, Stockholm, Moscow, Kazan, To- 
bolsk, Tomsk, Krasnoyarsk, Irkutsk, 
Khabarovsk, Vladivostok, Alaska, 
Vancouver, Montreal, and New York. 
A third line along the southern latitude 
of 35° would pass the most vital cen- 
ters of the southern hemisphere from 
Santiago, Buenos Aires, Montevideo, 
Capetown, Johannesburg, Mozam- 
bique, with a northern range that would 
include Bombay, Calcutta, Rangoon, 
Bangkok, Singapore, Batavia, Manila, 
New Guinea, Sydney, New Zealand, 
Honolulu, Los Angeles, joining there 
the north-south line, which will be cov- 
ered by long-distance planes from Fair- 
banks in Alaska, along the West coast, 
Mexico City, passing Bogota, Quito, 
Lima, Antofagasta to Valparaiso. 


N the eastern hemisphere an air line 
from Trondhjem in Norway. to 


“ALTHOUGH aviation is a newcomer, tt will probably de- 
velop more rapidly than other means of transportation. Its 
remarkable achievements during the last twenty-five years, 


and especially during this war, will open up an important 
new field of activity. Long-distance express tours, both na- 
tional and international, will facilitate communication and 
will speed the trade exchange of cargo demanding rush trans- 


portation.” 


17, 
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Capetown would pass Stockholm, 
Warsaw, Athens, and meet in Cairo an 
eastern line, which would complete the 
connection Moscow, Istanbul, Cairo, 
along the Nile to Johannesburg and 
Capetown. 

Another north-south junction could 
cover the region from Fairbanks in 
Alaska along the eastern coast of Asia, 
Netherland Indies, to Melbourne. 

From all these main lines, various 
other air lines could branch out to cover 
almost the entire globe. 

Such a system of air transportation 
will, of course, require the construc- 
tion of many modern airports, which 
can accommodate transoceanic planes, 
and will furnish bunker stations and 
emergency areas for forced landings. 
Since the distances must be covered at 
least partially by night flights, there 
must also be provision for reflectors 
along all these lines. All these auxili- 
aries, necessary for the development of 
air communication, will provide mass 
employment over a long period. They 
will have the further advantage of 
bringing the peoples of various nations 
in closer touch with each other and 
thus approaching the ideal of interna- 
tional cooperation. 


4. City Improvements 


HE destruction of vast areas by 

war in Europe, Asia, and North 
Africa will entail problems of recon- 
struction, relocation, and the new con- 
struction of cities. Determining the 
necessary type of city construction will 
depend on the natural predisposition of 
a city. The artificial urbanization of 
certain districts should be avoided as 
far as possible. Towns should be di- 
vided and located according to their 
natural surroundings and potential re- 
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sources. Consideration should be given 
to the community’s natural function, 
é.g., cities that are primarily industrial 
communities, others that are trade 
centers, communication - crossing 
points, governmental and local admin- 
istration capitals, health resorts, tour- 
ist centers, centers of scientific studies, 
of fine art and music, agricultural ex- 
change centers, etc. New cities should 
be established according to the ad- 
vanced science of city planning, taking 
into account common usefulness and 
private family life, transportation, and 
suburban development. A complete and 
detailed analysis should be made of all 
such elements before the actual work of 
either reconstruction or relocation is 
begun. More attention should also be 
given to aesthetic values, to general 
health, and to the satisfaction of cul- 
tural needs and desires. 

Improvement of the drinking-water 
supply and sewage system will be one 
of the first and most fundamental con- 
siderations. About 50 per cent of all 
cities in the world will require such 
improvement for one of two reasons: 
Either no proper provision has ever 
been made for these sanitary facilities, 
or the systems that do exist have be- 
come obsolete. Both tasks are vitally 
important and will demand large in- 
vestments of steel and concrete for 
pipe lines and collectors. This aspect of 
public utilities alone would furnish em- 
ployment for multitudes of laborers 
over a long period of time. 


HE establishment and development 
of gas supplies offer similar op- 
portunities of employment. District 
gas works, with their tributary system 
of networks, should be set up to de- 
liver gas at low cost as the cleanest 





calor 
try, < 

Ve 
ment 
cities 
meet 
healt 
by s 
park: 
sirab 
large 
wint 
Citie 
the a 

Fr 
city 
use O 
are | 
Frer 
some 
Buet 
stitu 
illust 
the ¢ 


POSTWAR MASS EMPLOYMENT IN PUBLIC WORKS 





Importers before the War 


66 hpi prove that the higher the industrial and economic level 

of a nation, the greater its import from other countries. The big- 

gest importers before the war were the United States, England, Holland, 

Sweden, and Belgium. These were the strongest industrial nations and 

all had the highest standards of living. The reason for this is that busi- 

ness 1s a mutual transaction. It is successful only when both sides are 
sound and strong.” 





caloric energy for housekeeping, indus- 
try, and small workshops. 

Various kinds of street improve- 
ments will also be necessary in many 
cities, where present conditions fail to 
meet even the minimum demands of 
health and cleanliness. Broad, divided 
by strips of lawn, tree-lined streets, 
parks, squares of lawn are highly de- 
sirable. Such city planning has been 
largely adopted by countries with long 
winter seasons, where daylight is short. 
Cities in Sweden illustrate excellently 
the advantages of such planning. 

French architects have developed 
city planning to a fine art. They make 
use of squares at street crossings, which 
are both functional and esthetic. This 
French system has been adopted by 
some South American cities like 
Buenos Aires and Rio de Janeiro. Con- 
stitution avenue in Washington, D. C., 
illustrates this type of planning. With 
the Capitol at one end and the Lincoln 


Memorial at the other and with the 
Washington Monument in the middle, 
a beautiful panoramic view is available 
at either point. 

Some European cities use a system 
in which the streets radiate from a cen- 
tral point. At a short distance, a wide 
park avenue encircles the city center, 
and similar park-rings are repeated 
several times. In this way Cracow was 
able both to preserve its famous medi- 

val city and to establish a completely 
modern section. The same kind of city 
planning is to be found in Vienna. 


We streets are essential for effi- 
cient communication and for 
health. They also make a city more 
pleasing in appearance. In Paris and 
Rome, whole blocks of houses have 
been bought from their owners and de- 
stroyed to open squares and to widen 
streets. For instance, the whole section 
of Rome from the Palace of Hadrian 


JULY 8, 1943 





PUBLIC UTILITIES FORTNIGHTLY 


to the Piazza di San Pietro has been 
stripped of its buildings to reveal a 
beautiful panorama. In Paris one part 
of the Boulevard de Hausman has been 
removed to enhance the panoramic 
view. 

Urgently needed city reconstruction 
and improvement will be an important 


source of employment for a good many , 


years to come. 

The solution of the housing problem 
must be one of our first considerations 
when the war is over. In the United 
States it is estimated that nine million 
new dwellings will be required to meet 
postwar needs and to balance the pre- 
war deficiency. That may seem like a 
large figure, but, as a matter of fact, 
the United States is comparatively rich 
in housing facilities. There are large 
areas where people are compelled to 
find living quarters in barns and cav- 
erns, where they lack the rudest ac- 
commodations for shelter. The hous- 
ing deficiency is a gigantic and world- 
wide phenomenon that must be solved 
to meet the simplest human wants and 
needs, Since private financial resources 
will not be able to meet the problem on 
an international scale, this aspect of 
postwar construction might well be 
considered within the province of pub- 
lic utilities. 


ama architecture emphasizes 
two important factors: first, the 
provision of a maximum amount of 
light ; and, second, adequate insulation 
against the cold and heat. Glass and 
plastics have come to play an important 
part in the postwar building construc- 
tion, and these materials are paving the 
way for inexpensive, prefabricated 
houses. 

These prefabricated dwellings could 


JULY 8, 1943 


provide an excellent solution to the 
housing problem immediately after 
the war, for they can be quickly and 
easily assembled. 

Table III illustrates the prewar con- 
ditions in housing and proves also 
a great amplitude of differences in this 
aspect of the standard of living. On the 
basis of the above-mentioned estimate 
of the United States, Europe will need 
from twenty-five to thirty million 
dwellings, Russia about twenty to 
twenty-five million, and China fifty 
million to make up the prewar needs 
and war destruction. The actual shelter 
itself will be a primary and urgent con- 
sideration, but general good housing 
will not be achieved until the devices 
and facilities mentioned earlier have 
also been included. These various pub- 
lic utilities all contribute to the estab- 
lishment and maintenance of adequate 
housing, and they will provide mankind 
with a job that will keep generations 
busy all over the world. The population 
densities in the capitals of some Euro- 
pean countries give an eloquent pic- 
ture of the needs that must be satisfied. 

The mentioned city improvements 
sketch only the main factors that must 
be considered in the immediate post- 
war world. Whatever plans are worked 
out should also include other public fa- 
cilities, such as slaughterhouses, cold 
storage plants, warehouses, market 
halls, grain elevators, and so on—all of 
which are necessary supplements to the 
simplest of human needs: a roof over 
the head. 


5. Social Welfare 


Reprise institutions of social wel- 
fare may also be considered within 
the scope of public utility works. One 
of the most important human needs is 
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TABLE III 
DWELLINGS AND DENSITY oF INHABITANTS IN CERTAIN EUROPEAN COUNTRIES 
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competent attention and help during pe- 
riods of sickness and old age. All over 
the world public hospitals will be 
needed to provide both medical obser- 
vation and skilled care. In this field, 
again, Sweden has been a leader. The 
responsibility for providing a sufficient 
number of general hospitals, and hospi- 
tals for infectious diseases, is invested 
in county councils, or, in larger cities, 
in city councils. Partial support for 
these institutions is also provided by 
the state. Special medical services are 
paid for by the state, and the individual 
communities provide care for the cases 
of tuberculosis, cancer, and venereal 
diseases which occur within their ju- 
risdiction. 

Table IV illustrates the percentage 
of available hospital beds in a number 
of countries and indicates a tremendous 
discrepancy between the countries best 
equipped and those least qualified to 
provide adequate care. 

The highest figure in Table IV is less 
than one per cent. If the other coun- 
tries did no more than try to reach that 
standard, about twenty million hospital 
beds would have to be provided to take 
care of the total world population. This 
figure is based on the 1937 population 
census total of 2,125,600 thousands. In 
addition to hospitals, other medical in- 
stitutions will be needed, such as sani- 
tariums for chronic diseases, those 
caused by malnutrition, e.g., metabolic 
diseases and glandular disfunctions. 


I“ many occupied countries the aver- 
age weight for a man is 110 pounds 
and for a woman 80 pounds. Not only 
will these adults need expert medical 
attention to restore them to good 
health, but it is to be expected that the 
present generation of children will de- 
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mand increased hospital care during 
their lives. So an international goal of 
40,000,000 hospital beds would be per- 
fectly reasonable. Since the average 
hospital has 500 beds, that means about 
80,000 hospitals — another job for 
many years. 

The institution of the old people’s 
home also belongs in this group. For 
many decades, the Netherlands has been 
a leader in providing adequate care for 
the aged, and other countries will have 
plenty to do to meet the high stand- 
ards established by that nation. 

The world will also be faced with 
the problem of caring for many millions 
of orphan children who have been be- 
reaved by the parents’ death, and 
those who have been irrevocably up- 
rooted by the wholesale breaking-up of 
homes. In many cases, there will be 
children whose parents may still be liv- 
ing, but who will be unable to identify 
themselves or to return to the original 
family group. 


‘ | ‘HE foregoing program of great 
public enterprises to be carried out 


during the next twenty-five to fifty 
years has two aims: to make secure 
the present standard of living in such 
highly prosperous countries as_ the 
United States; and to help other coun- 
tries raise their standards to at least 
that same level. 

True, the gigantic productive capac- 
ity of America cannot be stopped and 
scarcely curbed. It faces, nevertheless, 
the problem of whether or not it can 
be held to more or less the same pitch 
of efficiency when it is changed from 


production for war to production for § 


peace. Furthermore, if our production 
is to be kept at current levels, it will 
obviously be necessary to maintain both 
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TABLE IV 
PERCENTAGE OF HospitaAL Beps PER INHABITANTS 


Country 


distribution and consumption at com- 
mensurate levels, Other nations will 
have only very limited resources for 
trade with America, so what they do 
have must be supplemented. 

This will be in the form of a long- 
term capital investment, which will rep- 
resent the biggest enterprise in history. 
It will involve the entire world and will 
assist in making other countries able to 
absorb American production at profit 
to the United States during the postwar 
period. Nor is there danger that an 
improved and enlarged industry in 
other countries would be disadvanta- 
geous to America. Statistics prove that 
the higher the industrial and economic 
level of a nation, the greater its import 
from other countries. The biggest im- 
porters before the war were the United 
States, England, Holland, Sweden, and 
Belgium. These were the strongest in- 
dustrial nations and all had the highest 
standards of living. The reason for this 
is that business is a mutual transaction. 
It is successful only when both sides 
are sound and strong. 
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Year 
1935 
1936 
1936 
1936 
1936 
1936 
1937 
1933 
1936 
1935 
1936 
1937 
1937 
1936 
1938 


Percentage 
0.84 
0.77 
0.20 
0.94 
0.54 
0.66 
0.64 
0.30 
0.98 
0.19 
0.53 
0.65 
0.16 
0.84 
0.22 
0.76 
0.28 
0.18 


M ANIFESTLY, the proposed program 
must be put into action immedi- 
ately after the war is over. So it is 
necessary now to engage in appropriate 
research that will transform our indus- 
trial policies from a war to a peace 
basis. 

The first task will be a study of 
the general conditions under which en- 
terprises can exist in the future, and 
the opportunities for them in their own 
specific fields as well as in allied lines. 
Devastated Europe will not be the only 
territory of immense potential activity 
—vast possibilities exist also for China, 
India, Malaya, the Dutch Indies and 
other Pacific areas, South America, 
Africa, and western Asia. 

The range and sequence of the single 
items of such an extensive program of 
public utility works can be determined 
by the following conditions: 


1. Reconstruction necessary to restore 
war devastation. 


2. Economic and technical feasibility 
of single utilities. 


3. The number of employable people. 
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4.The number of people who would 
use the facility in the future. 


5. The degree of desirability in the 
light of human needs. 


6. The international importance of the 
single public works. 


Next will come consideration of the 
financial resources available to carry 
out such programs. If a project’s im- 
portance extends beyond a single coun- 
try and influences mankind as a whole, 
at least part of the responsibility should 
be borne by international financial col- 
laboration. 


fi Reve simplest solution to the prob- 
lem might be worked out in this 


way: If it was possible to mobilize 
$500,000,000,000 in four years for 


structive works. To give a substantial 
answer to this question would be be- 
yond the scope of this article. But one 
point must be emphasized: It is neces- 
sary to keep people productively em- 
ployed. Such employment will, for one 
thing, contribute to the development 
of human prosperity. Furthermore, if 
the people are not thus compensated 
for their misery and disaster, the world 
will be plunged into anarchy, revolu- 
tion, and global chaos. The very ex- 
istence of mankind is seriously endan- 
gered. 

The foregoing tentative draft does 
not pretend to exhaust all the problems. 
However, the suggestions it does con- 
tain will, it is hoped, inspire others to 
make a practical analysis of some of the 


purposes of devastation, mankind must 
mobilize at least twice that much with- 
in one generation for creative and con- 


methods by which present productive 
capacity may make the transition into 
a long-range program for peace. 
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Economic Freedom 


£4 W: are fighting this war for our form of liberal society— 

the only form of society anywhere in which men are 
free to differ among themselves, to later achieve improvement, 
and then to achieve change peacefully. If we are to fulfill the 
aspirations of the peoples of the democracies we must have a 
society that can grow. We must have the kind of society that 
gains in strength, not by drawing solely upon the ideas of the 
past, but by moving boldly into the future. 

“We seek security from the economic hazards of large-scale 
industrialization. But we cannot rely solely upon government 
for that security. For free government can never be stronger 
than the sum total of the individuals who are its ultimate mas- : 
ters. So, also, can its resources be no more than the total of the kins. 
productivity of allits people. Only ina society which gives scope encot 
and opportunity to individual initiative can we expect to con- It 
tinue the economic progress that has made this country unique. said { 
Only in a society which provides economic freedom can we pre- Silt 
serve other freedoms.” seis 
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—THOoMAS E. Dewey, 
Governor of New York. 
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Straws Pointing to a Change 
In the Wind 


The author believes that Congress may soon take a 

hand in reforming some of the laws under which 

the utilities and industry in general have suffered 
during the recent past. 


By HERBERT COREY 
, \ HEY say that prophets are with- 


out honor in their own country. 

So here I go—shameless as a 
monkey. The prediction is that one of 
these days—soon, as things go ina dila- 
tory world—Congress will go to put- 
ting to rights the affairs that have been 
going wrong. The utilities might make 
a note of this. They have been getting 
a liberal bouncing up and down for 
some time past. They will have to fight 
to regain their lost stability, of course, 
but the second prediction is that they 
will fight. There are enough straws in 
the wind to make a bed for Harry Hop- 
kins. The reasons, kind sirs, for this 
encouragement ? 

It was summarized by a Senator. He 
said that when he was a boy a flood on 
Silt creek washed away Renny Dil- 
saver’s house and barn. It had been a 
flash flood. A tangle of logs on a sand 
bar had backed the flood up at just the 
wrong spot for the Dilsaver family. 


No other farm on the creek had suf- 
fered except that a few pigs had been 
missed and a mile or so of snake fence 
carried away. 

“Everyone was terribly sorry for the 
Dilsavers,” said the Senator. “Renny 
was a good man and had worked hard 
and saved and built that house to be 
the home for his old age. They chipped 
in and fed the Dilsavers and when he 
had cut some timber they held a house 
raising for him. The next spring four 
or five more houses were swept down- 
stream. But it wasn’t until floods be- 
came a regular spring event that they 
got together and did something about 
it. They straightened the kinks out 
of that stream and plugged the gullies 
down which the hills were washing and 
began to regrass and reforest. 

“Silt creek,’’ continued the Senator, 
“is a right nice little stream nowadays. 
Nice community, too. Not bothered 
any more by floods.” 
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If you will strike the name Dilsaver 
from the Senator’s parable and write in 
the utilities you will get a pretty fair 
picture of what is going on now. The 
public ownership people and the pro- 
fessionally oppressed and the hard- 
headed politicians who saw a chance 
to make a profit by getting control of 
the local light station or funneling the 
money of the general taxpayer into 
their own districts had been giving the 
utilities the down beat for years. 


HE stockholders plus the taxpay- 

ers were the Renny Dilsavers of 
the Senator’s story. Their houses and 
barns were swept away singly. The 
body of taxpayers and voters hardly 
thought about the injury done to a 
$20,000,000,000 industry. The taxpay- 
ers were assured that the benefits would 
outweigh any loss of taxes. Many of 
the publicly owned plants which had 
cuckooed their way into the utility nest 
promised to pay percentages of revenue 
in lieu of taxes, and no one bothered to 
run a slide rule over the promises. The 
voters never did get a chance to vote 
on public ownership vs. private enter- 
prise as a policy. And although Renny 
Dilsaver squawked occasionally, his 
neighbors as a body were meek. 

“We made noises like mice,” said 
representatives of the Electric Bond 
and Share Company with whom I 
talked recently. “We talked, all right, 
but we talked to ourselves. No one else 
heard us.” 

They said that they admitted that 
mistakes had been made in the past by 
the industry and by individuals in it. 
Mistakes were often made in the early 
stages of development everywhere. It 
is easy to see now that slavery was a 
mistake. But at the time the first 
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blacks were brought to this country 
their status was merely changed from 
slavery in Africa to slavery in America. 
They were often brutally disciplined. 
But at that time British seamen were 
flogged at the masthead and sometimes 
keelhauled. The black man in the 
United States today is by comparison 
an aristocrat, and a banker and seamen 
today draw down about as much net 
money annually as a British lord after 
he has paid his taxes. 


| vocnn in all lines is by evolu- 
tionary stages. It hitches forward 
a step at a time, as public knowledge 
grows, and through it public opinion is 
formed. 

“No one on Silt creek,” said the 
Senator, “really cared very much about 
what happened to Renny Dilsaver until 
the spring floods began to wash out 
other people’s barns. They just said he 
was powerful unlucky.” 

The utilities are not the only indus- 
try favored by the signs of the times 
as they appear on Capitol hill. Farm- 
ers are beginning to see their plight 
in the round instead of through a peek 
hole. There is not a farmer in the land 
who likes to be bossed around by bt- 
reaucrats in Washington. If there is 
one and he will forward his name, prop- 
er publicity will be given him. Farm- 
ers are too intelligent to refuse aid 
and advice, but each one of them thinks 
of his farm as a little kingdom and of 
himself as the ruler. When the farmer 
was told to kill the little pigs he re- 
sented the order. He still resents it. 
Henry Wallace told him that the time 
would come when he would be told 
how much of what crops he would be 
permitted to plant and he did not like 
that. But he was confused by the hap- 
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penings in the world and by the billions 
of words that were poured on him. 
And farmers as a class were broke, 
and ran for shelter. 


N™ the farmer is being told, more 
or less officially, that Henry 
Wallace’s plan—shared by the other 
bright-eyed men of the bureaus—was 
all wrong. The way out of the farm- 
er’s hole was not through the “philos- 
ophy of scarcity” but by way of the 
philosophy of abundance. At the very 
time he was being officially ordered to 
plant less and reduce his herds, it is 
now admitted that millions of people 
in our rich land were not eating enough 
to keep fit. Their children were under- 
nourished. He sees for himself that 
the farmers most prosperous during 
those years of the scarcity policy were 
the men who enriched their farms and 
grew the finest crops. He took a dole 
from the government and was humili- 
ated by it. One by one they sold their lit- 
tle farms to big-time farmers who han- 
dled hundreds and thousands of acres. 
They took the dole, too, not only be- 
cause it was cash money but because 
they did not have the farmer’s peculiar 
attachment to the soil. They were busi- 
nessmen. Because they were business- 
men they enriched their farms and op- 
erated them like factories. 

Only the small farmer continued on 
the philosophy of scarcity. 


A few months ago Secretary of 
Agriculture Wickard told his press con- 
ference that in spite of the advice given 
by omniscient bureaucrats the farmers 
had raised too much wheat. The 1942 
crop must be cut by 20,000,000 bushels, 
he said. He was practically shuddering 
with despair. The bins were full of the 
old crop and another crop was roaring 
down on him and he had his hands in 
his hair. Today the same Secretary in 
the same office will say the country is 
short many millions of bushels. The 
precise number of millions is variable 
for bureaucratic figures rarely agree 
in any line for two days. The interna- 
tional food conference was held at Hot 
Springs—not minus the benefits of 
publicity in spite of the efforts of the 
bureaucrats to chase reporters out of 
town—and agreed that the philosophy 
of abundance is the ticket now and that 
scarcity is out. 


HERE are men in both houses of 

Congress —- good men — who 
think this indicates that bureaucratic 
omniscience has been shown up as sheer 
folly. They believe that a return to the 
old law of supply and demand is indi- 
cated. 

The bureaucrats have been wrong 
from the beginning, they say. Instead 
of killing the pigs and ploughing up 
the corn this country should have 
raised more food crops and fed the 
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“MISTAKES were often made in the early stages of develop- 
ment everywhere. It is casy to see now that slavery was @ 
mistake. But at the time the first blacks were brought to this 
country their status was merely changed from slavery in 
Africa to slavery in America. They were often brutally disci- 
plined. But at that time British seamen were flogged at the 
masthead and sometimes keelhauled.” 
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starving. No one can foresee the fu- 
ture but it is not difficult to locate 
hungry people. If Mr. Wickard failed 
in his estimate of the amount of wheat 
needed, in spite of the fact that he had 
the most reliable statistics available 
prepared by the thoroughly competent 
Department of Agriculture, it was not 
Mr. Wickard’s fault but the world’s 
fault. Under the old law a farmer who 
guessed wrong paid for his mistakes. 
When the bureaucrats guess wrong 
the rest of us foot the bill. This morn- 
ing’s paper carries an interview with a 
farmer near Washington: 

“Last year,” he said, “the depart- 
ment wouldn’t let me plant more than 
8 acres of one crop. This year the de- 
partment ordered me to plant 22 acres. 
To hell with them.” 

The Congressmen observe that the 
international food scientists are prob- 
ably on safe ground when they predict 
a food shortage after the war. They 
propose to order each of the warring 
nations to plant so much of so-and-so, 
and so move into the philosophy of 
abundance. 


& *B” suppose they move too far,” 
the Congressmen say. “Then 
we will have a world glut of foodstuffs. 
Then there will be a switch back to 
scarcity. All this at the cost of the tax- 
payer. The farmer today reads the 
papers and listens to the radio. We— 
the Congressmen quoted—think he has 
gumption enough to decide for himself 
what he will wish to plant and how 
much, If he guesses wrong he can 
blame himself only. He is at least as 
good a guesser as the bureaucrats. If 
he loses the loss will not come out of 
the taxpayer’s pocket.” 
They do not suggest that thé bureau- 
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crats will not have their way in the 
immediate future. There will be mil- 
lions of the hungry to be fed after the 
war. But these Congressmen think that 
all signs point to a movement away 
from bureaucracy and astrology and 
palm reading and back toward that old 
law of supply and demand under which 
the world has functioned ever since the 
first caveman knocked over his first 
deer. Once the war-hungry are fed we 
will realize that the needs of the future 
must be met by purchase made possible 
by work. The farmers can always raise 
enough food for the men and women 
which the philosophers of the new 
abundance have belatedly realized were 
always undernourished. Their needs 
can only be met in the long run by the 
age-old plan of work and pay, and not 
by running the farmer like a monkey 
up and down a prophetic stick. 


M*= they are wrong. But they 
give cheer to those who see signs 
that we are heading away from social- 
ism and bureaucratic control and to- 
ward the common sense born of age- 
old experience. It is possible that we 
are heading too fast. Congress, for in- 
tance, took away most of the Farm Se- 
curity Administration’s money. Edi- 
torial opinion has been fairly general 
that the FSA has done some good 
things—that it has managed to strug- 
gle back to a fairly even keel and away 
from the socialism of its earlier era— 
and that it should not be wiped out al- 
together. But the congressional action 
was evidence that Congress has sick- 
ened of the overheadism of the recent 
past. Congress knocked down the re- 
sources of the National Resources 
Planning Board to a fraction of its ap- 
propriations in the past and warned the 
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Post-war Food Supply 


ae pre the war-hungry are fed we will realize that the needs of the 

future must be met by purchase made possible by work. The 

farmers can always raise enough food for the men and women which the 

philosophers of the new abundance have belatedly realized were always 

undernourished. Their needs can only be met in the long run by the age- 

old plan of work and pay, and not by running the farmer like a monkey 
up and down a prophetic stick.” 





President not to support it out of the 
funds granted him to do what seemed 
necessary in war time without account- 
ing. 

That was a straw that had the muz- 
zle energy of a steel-pointed arrow, for 
the NRPB was the powerhouse of the 
bureaucratic planners of the future. It 
was a grand board, too. It could match 
objectives with old Billy Sunday any- 
time and win on holiness, scope, and 
points. That is an honest appraisal. Old 
Billy only wanted those who trod the 
sawdust trail—sprinkling it a little with 
silver as they moved—to go to a dis- 
tant and rather austere heaven. He did 
not even paint up his heaven with wine 
and song as do Mohammed’s followers. 


© Wien NRPB displayed its heaven on 
earth. You could almost name the 
counties. If this country were fixed up 
as the NRPB would have it, it would 
be the only Perfect Paradise. The mem- 


bers of the board never thought to drop 
into poetry, but they might have quoted 
from a British insurance magazine. 
Britain, the reader may know, also has 
planning board trouble. The verse runs 
like this: 


Oh won’t it be wonderful after the war? 

There won’t be no rich and there won’t be 
no poor. 

We'll all have a pension at age twenty-four 

And we won’t have to work if we find it a 
bore. 

There won’t be no sick and there won’t be 


no sore; 

The beer will be thicker and quicker and 

more, 

But there’s only one avenue I’d like to ex- 

Whe didn’t we hold this ’ere war before? 

When the blood pressure has light- 
ened after reading one of the NRPB’s 
reports, the fact is borne in that in them 
no place is assigned to private busi- 
ness. Private business is mentioned 
now and then. It gets a pat on the head. 
But the great things planned are to be 
done by government, with perhaps the 
assistance and cooperation of states 
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and municipalities and maybe private 
business let in under the tent to pro- 
vide some of the money needed. None 
of the management, however. The bu- 
reaucracy which was able to think up 
such a thing as OPA—and all the signs 
now are that OPA has made such a 
confounded muddle of everything that 
it will soon be put to death as privately 
as possible—armed by that lack of suc- 
cess, now proposes that it take on the 
management of the world. 


Brcore-onap happens to think rather 
highly of business. It has an at- 
tack of conscience whenever it thinks 
of what has been done to small busi- 
ness. Congress must find some source 
from which to extract taxes, which 
the NRPB seems not to have thought 
of. Therefore, Congress cut out any 
further appropriation for continuation 
of the NRPB in the independent offices 
bill. 

The NRPB stood for government 
control, government initiative, govern- 
ment bossism for the future. Its mem- 
bers were appointed by the bosses. If 
the bosses lived they survived. Con- 
gress must do business with the private 
citizen, who is apt to pop out of his cot- 
tage door any Sunday morning and 
beat up the Congressman on his way to 
church. The Congressman, for in- 
stance, is unpleasantly aware that in 
1941 by presidential order the Depart- 
ment of Commerce stopped giving out 
the facts about our importation of 
food. Importation, mind you. Scattered 
bits of information are given out 
about our exportation of food and the 
reasons therefor. Most people admit 
that we must keep on lend-leasing for 
our own sakes, but most of us also 
would like to know the score. A nation 
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of 135,000,000 people is suddenly fac- 
ing up to a problem in arithmetic. If 
we take how much from what we have, 
how much will be left? With so many 
government employees in Washington 
that they sleep in hot beds, no answer 
seems available. That’s what worries 
Congress. Or that is one of the many 
things that worries Congress. 

And every congressional worry is a 
sign of progress. 


Penne learned, among other 
things, that The New York 
Times stated: 

“A presidential executive order to 
protect export and import statistics is 
said to have been so interpreted and 
administered as to deny the American 
public information even on the num- 
ber of cantaloupes shipped to Canada 
since Pearl Harbor—” 

We are not permitted to know how 
many Swiss watches have been shipped 
to this country through Nazi-held 
territory, although it is certain as 
death that the Nazis know. The Export 
Managers Club of New York recently 
received reports from its members that 
the difficulty of cutting through Board 
of Economic Warfare red tape has 
taken trade away from the United 
States. Venezuela wishes to continue 
to buy a certain product from us, but 
is being forced to buy from Argentina, 
whose position in the war is yet un- 
clear. ‘“The Decentralization Plan,” 
say the export managers, “is just too 
much for the Latin American coun- 
tries.’ One complaint is that “the 
Brazilian customer is appalled at the 
amount of paper to be filled and the 
number of times he must sign his 
name. “Senators complain that sec- 
tions of the Executive Branch are try- 
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ing to ‘censor’ senatorial hearings. 
These things are cited as evidence that 
Congress is swinging back toward 
conservatism. In the opinion of some 
entirely conservative members the 
swing may go too fast and too far. 
“That would only encourage a re- 
verse swing,” they say. ““The socialists 
have done a lot of talking about the 
‘greedy interests.’ Conservatives must 
prove that they are sound. The monkey 
which grasped too many nuts lost them 


all.” 
¥ is interesting to note that in the 
conversations more emphasis is be- 
ing placed on the socialistic ideology 
of many who have to some extent con- 
trolled the bureaucratic operations of 
the past. The Socialist party has been 
bypassed in this. Norman Thomas has 
manfully said his say as the leader of 
that party, but the gains for socialism 
have been made under a cloak. Not 
long ago, for instance, a meeting of 
the REA Co-6p Association was held 
at a city in the West. The newspapers 
apparently overlooked it. Presumably 
the usual handouts were given to re- 
porters and thrown in the basket. The 
doors seem to have been locked. But 
one of the nonsocialistic members 
made stenographic notes of what was 
said and reported that Leland Olds, 
chairman of the FPC, spoke out brave- 


q 


ly for a form of government which 
could only be described as socialistic. 
He was followed along the same line 
by Harry Slattery, head of the REA. 

That kind of thing gets back to 
Congressmen on both sides of the po- 
litical fence and they do not like it. 
They say that if the socialists could be 
collected under a party banner they 
could be fought at the polls. But when 
socialist doctrines are being put into 
effect by men in office who call them- 
selves Republicans or Democrats or 
New Dealers the ordinary methods of 
politics cannot be used against them. 
The only thing that Congress can do 
is one thing Congress had not done 
very conspicuously in the past and that 
is to examine the men and measures 
one by one. These Congressmen say 
this will be done if the present congres- 
sional temper continues. But the proc- 
ess will be long and complicated. It will 
be quickened if the Walters bill which 
would reduce administrative bureaus 
to some form of control becomes a law. 
Elisha M. Friedman recently called at- 
tention to the fact that: 

“The assistant solicitor of the SEC 
on January 27, 1943, stated publicly 
that : 

“We make the law.’ ” 
| ene the May, 1943, session of 

the Supreme Court Mr. Justice 


e 


“THERE are men on Capitol hill who are considering the 
advisability of amending the law under which the SEC func- 
tions by taking away from it control over the utilities. They 


are listening thoughtfully to the argument that the utilities 
should be placed under an Interstate Utilities Commission, 
corresponding to the ICC which watches over the railroads. 
Certainly no one would consider placing railroad regulation 


under the SEC.” 
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Frankfurter wrote an opinion which 
to the lay mind indicates that the ex- 
ponent of Harvard law holds, in effect, 
that once Congress has granted powers 
to an administrative body that body’s 
acts should be dealt with “generously” 
by the courts. The inference from his 
words is fair that the courts should let 
the bureaus alone. If that were to be- 
come the law of the land—and as a 
judge of the Supreme Court once said, 
“the law is what we make it’”—Con- 
gress might as well shut up shop and 
go fishing. 

For these loosely stated reasons, 
based on only a few facts out of the 
scores that might be offered, this ob- 
server believes that better times are 
ahead not only for the utilities but for 
all industry. Not merely better times 
but more honest treatment. The Santee- 
Cooper incident is an example of the 
changing trend in popular thought. 
The “South Carolina Public Service 
Authority was created for the purpose 
of developing wholly undeveloped hy- 
droelectric power sites, to promote 
navigation, prevent soil erosion, and 
the like,” according to an advertisement 
printed in South Carolina newspapers. 
“Yet the authority has abandoned all 
these purposes and seems determined to 
control a vast electric system in the 
state to socialize business and dominate 
the economic and political life of the 
people.” 


HAT was an advertisement, mind 

you. It carried the facts right to 
the voters. They were reasonably fa- 
miliar with them from the inception of 
the Santee-Cooper design and could 
not be fooled. So the voters refused 
permission to the authority to “gain 
possession of the South Carolina Elec- 
JULY 8, 1943 


tric & Gas Company and the Lexing- 
ton Water Power Company.” For the 
third time the authority was defeated 
in the South Carolina legislature. Con- 
gress is also familiar with this South 
Carolina incident. Conflicts between 
states and the Federal administration 
in the Southwest are well understood 
on Capitol hill. The distressing need 
for more tax money with which to 
carry on the war is brought to con- 
gressional attention every day. Yet the 
publicly owned utilities are not paying 
taxes. If, only as a matter of fair play, 
competition should be equalized as be- 
tween publicly and privately owned 
utilities. To quote from Elisha M. 
Friedman once more: 

“The realist, Lenin, once said that: 
‘Socialism is state electricity plus book- 
keeping.’ ” 

There are men on Capitol hill who 
are considering the advisability of 
amending the law under which the SEC 
functions by taking away from it con- 
trol over the utilities. They are listen- 
ing thoughtfully to the argument that 
the utilities should be placed under an 
Interstate Utilities Commission, cor- 
responding to the ICC which watches 
over the railroads. Certainly no one 
would consider placing railroad regu- 
lation under the SEC. 


i dems is even a suggestion that 
such a utilities commission should 
be restricted in its membership to er- 
gineers and managers of public utility 
experience, rather than to lawyers. 
“No member of the present SEC 
ever had any experience in operating 
or managing a utility. Three of the 
commissioners walked from law school 
into government service. There is n0 
more need to have a lawyer on the con 
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mission regulating utilities than to 
have a lawyer in the United States 
Naval Observatory or in the Bureau of 
Standards.” 

This writer does not suggest that 
any abrupt action will be taken by Con- 
gress in this matter of reforming the 
laws under which the utilities and in- 
dustry have suffered in the recent past. 


But he does believe that the evidence is 
convincing that there is a movement 
in that direction. One of the minor bits 
of evidence may be found in the recent 
report of the Electric Bond and Share 
Company. That company is actually 
talking right out in meeting. It never 
dared do that before. 
“We only talked to ourselves.” 





Wave of Extravagance 


® ps nearly nine years in our domestic peace-time economy 

we have indulged in the costly experiment of officially 
and deliberately attempting to restore prosperity by borrowing 
and spending public money. We were told by the high officials 
of the government that the more we borrowed and spent, which 
resulted in a vast program of waste and extravagance, the 
greater the prosperity, the greater the purchasing power of the 
people would be. We succeeded in increasing nearly fe times 
the public debt for nonmilitary expenditures in time of peace, 
and then we were faced with the most colossal war expendi- 
tures in all history. We built up a bureaucracy, the lke of 
which the world has never known and which has centralized 
the control of nearly all activities and has now become so gi- 
gantic and unwieldy as to present a very serious obstacle to the 
full utilization of the man power and resources of this country 
in winning the war. 

“Every department of the government, big and little, became 
inoculated with the germ of extravagance. When the necessity 
came for preparing this country for war, those same wasteful 
policies were carried into the war effort in a new field of greatly 
enlarged expenditures, and this has caused, in my judgment, 
an enormous increase in the cost of our military program. 

“We must have a postwar program, but Congress should 
prepare and adopt this program, tf we are to avoid a repetition 
of those fiscal policies that have nearly wrecked this nation.” 

—Harry F. Byrp, 
U. S. Senator from Virginia. 
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Wire and Wireless 
Communication 


I“ a decision which overruled the 
recommendations of a NWLB me- 
diation panel, the National War Labor 
Board on June 15th unanimously granted 
a 10-cent-an-hour increase to telephone 
operators at the Goshen and Elkhart, 
Indiana, exchanges of the Indiana Asso- 
ciated Telephone Corporation on the 
grounds that the increase recommended 
by the panel would not correct the sub- 
standard rates of these workers. 

The mediation panel had proposed a 
5-cent-an-hour increase, which would 
have resulted in a minimum of 35 cents 
an hour for the operators. The Interna- 
tional Brotherhood of Electrical Work- 
ers, AFL, representing the approximate- 
ly 130 operators at both exchanges, had 
originally requested a general increase of 
15 cents an hour but later modified its 
request to the 10-cent figure. 

The board overruled the panel, ac- 
cording to an opinion on the case by 
Dean Wayne L. Morse, public member 
of the board, because it held the 35-cent 
minimum rate proposed by a majority of 
the panel to be a substandard rate in the 
labor market area involved. The opinion 
asserted : 


The board has reached the conclusion 
that this 10-cents-per-hour general increase 
is justified despite the limitations which 
were placed upon the board’s power to grant 
wage increases under Executive Order 9328. 

Under that order and under the policy 
directive of May 12, 1943, issued by the 
Director of Economic Stabilization, there are 
three general bases upon which the board 
may award wage increases. Two of these 
are specified in Executive Order 9328. The 
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order provides that wage increases may he 
authorized (1) for the purpose of correct- 
ing substandards of living and (2) for the 
purpose of compensating, “in accordance 
with the Little Steel formula as heretofore 
defined by the National War Labor Board, 
for the rise in the cost of living between 
January 1, 1941, and May 1, 1942.” 

On May 12, 1943, the policy directive 
heretofore mentioned set forth a third basis 
upon which the board could award wage in- 
creases. Under the policy directive, the 
board was permitted to make “within the 
existing price structure and within existing 
levels of production costs, minimum and non- 
inflationary adjustments which are deemed 
necessary to “aid in the effective prosecu- 
tion of the war or to correct gross inequi- 
ties” within the meaning of § 1 of the act of 
October 2, 1942,” subject to the further au- 
thorization that the board establish “by oc- 
cupational groups and labor market areas 
the wage rate brackets embracing all those 
various rates found to be sound and tested 
going rates.” 

... Applying the directive of May 12, 1943, 
to the instant case, a wage analysis which 
was prepared by the board’s wage stabiliza- 
tion division shows that “while it is not pos- 
sible to determine the exact percentage of 
increase, it appears that increases at both 
Goshen and Elkhart have exceeded the 15 
per cent allowance under the Little Steel 
formula.” Thus it is not possible to award 
the 10-cents-per-hour general increase re- 
quested by the union upon an application of 
the “Little Steel” cost-of-living formula. 

. . . Appended to the wage stabilization 
division’s analysis of this case is a table 
showing hourly rates for operators in 31 
exchanges of 8 telephone companies situated 
in Indiana. This table is compiled from a 
recent Bureau of Labor Statistics study. ... 
the minimum rate of 40 cents an hour which 
has been awarded by the board in the instant 
case is not an innovation. In at least 9 of 
the 31 exchanges which were included in the 
Bureau of Labor Statistics study, the mini- 
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ma rates were fixed at either 37.5 cents or 40 
cents per hour. 

However, the National War Labor Board 
does not intend to base its decision in this 
case solely on the basis that the rates ap- 
proved constitute sound and tested going 
rates. Another vital factor which the board 
wishes to stress is the fact that the 35-cent 
minimum rate proposed by a majority of 
the panel is a substandard rate. We should 
not overlook the fact that Executive Order 
9328 authorizes the National War Labor 
Board to correct substandards of living. 

Although the instant case involves only 
one relatively small telephone company, it 
is only fair to say that the wages paid by 
this company are not out of line with those 
of telephone companies generally. In fact, 
the wage rates paid by the company involved 
in the instant case are somewhat higher than 
the rates paid by many telephone companies 
and compare favorably with wage rates of 
the larger telephone systems. Nevertheless, 
in this case the board is dealing with a small 
segment of a very low-wage industry. It is 
one of our most important public service 
industries, vital to the efficient operation of 
our domestic economy and particularly es- 
sential along with the other communication 
systems in the prosecution of the war. 

The traffic charges of telephone companies, 
like the charges of other public utilities, are 
regulated more or less stringently by state 
and Federal laws with the result that the 
companies are not absolutely free to charge 
what the traffic will bear. Hence, the low 
wages prevailing in the industry are the re- 
sult, at least in part, of government regula- 
tions of telephone charges and thereby of 
telephone profits. However, from the stand- 
point of a sound social policy, this country 
can ill afford to have any great industry con- 
tract to pay wages so low that its employees 
cannot maintain a decent standard of living. 
Thus, the board recently increased the wage 
rates in the telegraph industry of the coun- 
try because it found that it was paying sub- 
standard wages. It is to be hoped that the 
telephone industry as a whole will find it 
possible to make the necessary adjustments 
so that such substandard wages as exist in 
the industry can be eliminated speedily. 


* * *K * 


AXING authorities in the state of 

New York may put assessments on 
outside station equipment of the New 
York Telephone Company, the court of 
appeals ruled on June 18th. The decision 
means that about $7,000,000 additional 
revenue will be turned into the local 
treasuries for the next three years and 
$2,500,000 annually thereafter. The test 
case was started in Syracuse. 


Station apparatus includes private 
branch exchanges and telephone instru- 
ments and equipment associated with 
them, all on the premises of telephone 
subscribers. The New York Telephone 
Company took the case to the highest 
state court on an application for an order 
requiring the Syracuse assessor, Wil- 
liam F. Canough, to show cause why the 
assessment complained of should not be 
declared illegal. 

The court’s opinion, which was unani- 
mous, held that there was no conflict with 
cases cited to the court and decided more 
than a year ago in which the contention 
of the local assessors that the so-called 
central office of the company should be 
taxed as real estate was upheld. 

* *K * x 


HE American Telephone and Tele- 

graph Company has furnished the 
Federal Communications Commission 
with detailed information showing the 
estimated effect on annual revenues of 
the Long Lines Department, the associ- 
ated companies, and the connecting car- 
riers as a result of the rate reductions 
and changes in the bases for division of 
revenues from jointly handled business, 
negotiated with the company in January, 
1943, in Docket No. 6468. Among other 
things, these figures show, according to 
a bulletin issued by the National Asso- 
ciation of Railroad and Utilities Com- 
missioners, that, excluding the Pacific 
Company, the net annual increase in rev- 
enues to the associated companies and 
connecting carriers, based on business 
for September, October, and November, 
1942, projected on an annual basis, will 
be $4,364,000 from increased commis- 
sions ($5,428,000 increased commissions 
less $1,064,000 resulting reductions in 
prorates ), and $5,400,000 from increased 
prorates. The Pacific Company’s net an- 
nual revenue increase from these two 
items combined is $700,000. 

In addition, the associated companies 
and connecting carriers are expected to 
receive an annual net revenue increase 
of $13,353,900 as additional compensa- 
tion due to adoption of the station-to-sta- 
tion principle ($15,314,105 station-to- 
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station compensation less $1,960,205 re- 
sulting decrease in prorates). The total 
net revenue increase from the above 
items is $23,817,900. 

At the same time the associated com- 
panies and connecting carriers will lose 
the following revenues: decreased com- 
missions and prorates due to reduction 
in Long Lines’ private line service rates, 
$1,007,913 ; decreased prorates due to re- 
duction in Long Lines’ overtime rates, 
$3,585,000; reduction in associated com- 
panies’ interstate private line service, $1,- 
759,815; reduction in associated com- 
panies’ interstate overtime rates on tele- 
phone message toll service, $1,609,487. 
These reductions in revenue total $7,- 
962,215. 

A rough estimate of the over-all effect 
on connecting independent companies, 
based on the assumption that all associ- 
ated companies make station-to-station 
adjustments for intrastate business com- 
parable to those for interstate, indicates 
a net increase in revenue to the independ- 
ents from interstate business of $1,818,- 
000, and a net increase from intrastate 
business of $3,813,000, or a total net in- 
crease of $5,631,000. 


1a Se 


REDICTIONS that startling radio-radar 
discoveries of the war will not be 
adopted immediately in postwar receiv- 
ing sets were made last month by Paul 
V. Galvin, president of the Radio Man- 
ufacturers’ Association. Mr. Galvin, who 
is president of the Galvin Manufactur- 
ing Corporation of Chicago, also dis- 
cussed industry war production and post- 
war problems in opening the war confer- 
ence of the association at the Palmer 
House in Chicago. Mr. Galvin said: 
Some in our midst are playing a dangerous 
game of advocating fantastic designs and 
models. I don’t know whether it’s excess 
profits or overambitious advertising men 
trying to keep busy while the boss is busy 
on war work. At any rate, this sort of thing 
should be tempered. If it is not we will 
meet a confused buying public at the market 
places in the transition after the war. A 
confused buying public will not buy. 


Mr. Galvin said the radio industry was 
learning much through the accelerated 
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war effort, but that all of this knowledge 
would not go into the first radio sets to 
be built after the war. He declared: 

We must be more realistic in our interpre- 
tations to the trade and to the public. Then 
when Mr. John Public comes to market to 
satisfy his pent-up demand for radio after 
the war, he’ll find what he expected, and he'll 
buy. Let us not lose sight of the fact that 
our No. 1 mass market with which we will 
lead off immediately after the war is radio 
set sales. It’s going to be a whale of a 
market if it’s not messed up. 


James Lawrence Fly, chairman of the 
Federal Communications Commission, 
told the radio manufacturers that when 
peace comes an ever-expanding radio in- 
dustry will be an important postwar bul- 
wark against unemployment. The $500, 
000,000 prewar radio industry which has 
become a $3,000,000,000-a-year business 
since the advent of war, Mr. Fly said, 
will become bigger still after the war, 
provided that careful long-range plan- 
ning for the decade ahead is begun now. 

“After the war,” he said, “we must 
insure that all phases of radio must be 
reéstablished on a firm and _ spacious 
foundation and broad enough so that in- 
creased public service is insured.” 

es: eS 


SSERTING that the U. S. Supreme 
Court decision in the recent Federal 
Communications Commission case seri- 
ously threatens freedom of speech, Rep- 
resentative Hebert, Democrat of Lou- 
isiana, recently urged that Congress re- 
write the Communications Act to define 
the commission’s powers definitely. 

In a speech to the House, Mr. Hebert 
said that the majority opinion written by 
Justice Frankfurter “gave the FCC ab- 
solute authority to tell any radio station 
in the United States what it may and 
may not put on the air.” 

“From now on the FCC holds power 
over the broadcasting stations of the 
United States equal to that of any to- 
talitarian government,” he said. 

Reviewing the suit, Mr. Hebert ex- 
plained it was brought by two radio net- 
works seeking an injunction to set aside 
rules known as “chain broadcasting reg- 
ulations” adopted by the FCC. “These 
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rules went far beyond the regulation of 
frequencies and very definitely inserted 
the government as a third party in the 
financial program arrangements between 
stations and networks,” he said. 

The Supreme Court decision, he con- 
tinued, “not only upheld the right of the 
commission to put these rules into effect 
but went so much further in outlining 
the commission’s power that the question 
of the rules themselves has become a 
very minor matter and instead today the 
entire right of freedom of speech is 
threatened on every radio station in this 
country, whether or not it is affiliated 
with any network.” 

Under the opinion, Mr. Hebert con- 
tinued, the administration, through the 
commission, can tell any radio station 
what its programs shall or shall not be. 

“I leave it to you, gentlemen, if this 
is not the most startling, shocking defini- 
tion of the rights of our government to 
dictate to private industry and private 
life that has ever been granted in the 
history of this nation?” he asked. 

Discussing statements made by Chair- 
man James Lawrence Fly of the FCC in 
a recent press conference, that any sug- 
gestion that the government now con- 
trols radio is “hooey,” Mr. Hebert asked 
wasn’t there a broad hint in the chair- 
man’s remarks “that if they don’t play 
his game there may be something to 
fear.’ He continued: 

Broadcasters’ fear of imminent govern- 
ment ownership, control, or domination is 
the fear of a reality and not the “hooey” 
Mr. Fly so lightly calls it. What Hitler did 
to German radio is a cause for fear in any 
language and according to the Supreme 
Court Mr. Fly now has the power to do it 
even here. 

There is only one way to prevent this 
serious threat to the freedom of speech and 
our way of living—that is for Congress to 
rewrite the radio act in such definite terms 
that it cannot be seized upon by the party in 
power, no matter what it may be, for the 
chief purpose of directing its propaganda 
and retaining itself in office. 

ee eek 


HAIRMAN Wheeler, Democrat of 
Montana, recently announced a 
postponement until September of hearings 
before the Senate Interstate Commerce 


Committee on the Wheeler-White radio 
bill. The legislation, sponsored jointly 
with Senator White, Republican of 
Maine, is designed to define the authority 
of the Federal Communications Com- 
mission over radio broadcasting. 

Mr. Wheeler said in a statement in 
view of an expected recess of Congress 
during July and the continuance of a 
pending hearing upon railroad legisla- 
tion “it seems unwise to proceed at this 
time” on the other proposal. 


*x* * * * 


oO implement the purchase agree- 

ment entered into by Western 
Union Telegraph Company and Postal 
Telegraph-Cable Company in anticipa- 
tion of merger, the Federal Communica- 
tions Commission announced on June 5th 
that it had given Western Union special 
authority to amend (on less than the stat- 
utory thirty days’ notice) its tariffs No. 
176 and 217 to provide for handling of 
traffic and transfer of messages with 
Postal. 

Since one of the conditions of the 
purchase agreement is that the present 
ratio of division of traffic between the 
two carriers shall be preserved until 
merger arrangements are completed or 
terminated, to maintain this division it 
will probably be necessary for Western 
Union to transfer some of its traffic to 
Postal for transmission. The present ar- 
rangement provides that Western Union 
will handle approximately 85 per cent and 
Postal 15 per cent of the volume of traf- 
fic. This means that messages filed at 
Western Union offices in certain cities 
may be turned over to Postal and relayed. 

The commission feels that this ar- 
rangement will insure against impair- 
ment of national telegraph service which 
might result from undue overloading of 
Western Union facilities and idleness of 
Postal facilities if drastic shifts in busi- 
ness from Postal to Western Union oc- 
cur while merger arrangements are pend- 
ing. There is nothing in this arrange- 
ment, however, the FCC pointed out, to 
prevent an individual from requesting or 
insisting that his message shall be routed 
by one carrier or the other. 
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Associated Gas Plan 


HE trustees of AGECO and AGE- 

CORP on June 14th issued their 
proposed plan of reorganization for the 
two companies. Instead of forming a 
new company either AGECO or AGE- 
CORP will be kept alive as a “surviv- 
ing company,” so as to maintain as large 
a tax base as possible and prevent any 
unnecessary increase in Federal taxes. 
Hearings on details of the plan have al- 
ready been under way before the spe- 
cial master, Judge Crane. The plan fol- 
lows the general lines of the earlier pro- 
posals by the trustees, but in an effort 
to facilitate financing of necessary cash 
requirements (now estimated at $11,- 
000,000) holders of the Corporation 8s 
will be asked to accept new debenture 
bonds or a distribution of securities of 
some subsidiary company held in the 
treasury (the exact method to be defined 
by later amendment of the plan). 

An agreement has been reached be- 
tween the trustees and UESCO (Utili- 
ties Employees Securities Company) for 
partial liquidation of that company’s 
portfolio and retirement of its bonds. 

A complete program has been worked 
out for the reconstruction of NY PA NJ 
through elimination of cross holdings of 
securities, financial rehabilitation of im- 
portant operating companies, and retire- 
ment of NY PA NJ debt and preferred 
stock. Execution of the program, which 
consists of thirteen steps, will depend on 
such factors as tax consequences, action 
of regulatory commissions, market prices 
of securities, etc. This program is, 
therefore, subject to change and is not 
made an integral part of the reorganiza- 
tion plan for the top companies. Stream- 
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lining of NY PA NJ will greatly improve 
the flow of income from the subsidiaries 
of NY PA NJ (which constitute the 
heart of the Associated system) to the 
proposed new top company, and thus fa- 
cilitate early retirement of that com- 
pany’s bonded debt. Once that compara- 
tively small debt is retired, it will then 
be possible to distribute the securities of 
the subholding companies (as recon- 
structed to conform to geographical re- 
quirements of § 11) to the stockhold- 
ers of the new top holding company. 
This probable final step is not, of course, 
part of the present plan. 


NE difficulty of the present plan is 

the fact that no definite agreement 
has apparently been reached with hold- 
ers of the AGECORP 8s of 1940. These 
bondholders have, in effect, a senior 
claim (after satisfaction of existing 
debts of AGECO and AGECORP) on 
all the assets, and they may be reluctant 
to accept junior bonds of the new top 
company, or a pro rata share of miscel- 
laneous system security holdings. 

The plan assumes that favorable set- 
tlement will be effected for compromise 
of the so-called Recap Litigation, which 
affects the relative rights of bondhold- 
ers of AGECO and AGECORP. Ex- 
tensive hearings have been held on the 
compromise proposals before Judge 
Crane. The reorganization plan gives 
effect to the Recap Compromise, with 
one minor modification. 

Considerable progress has recently 
been made in negotiating for a settlement 
of Federal tax claims. These claims ag- 
gregated about $8,465,000 for the pe- 
riod 1934-39, but it is expected that they 
can be settled for $750,000 cash. 
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The pro forma financial statements for 
he “surviving company” are of interest. 
The balance sheet shows total assets of 
104,822,317, which, after allowing for 
the new senior debt and the new deben- 
ures to be given to holders of AGE- 
CORP 8s, would leave an equity of over 
84,000,000 for the new common stock, 
to be distributed principally to holders 
of AGECO and AGECORP debentures. 
The consolidated balance sheet, which in- 
ludes consummation of the NY PA NJ 
reconstruction program, shows total as- 
sets of over $380,000,000, with equity 
interest unchanged at $84,000,000. 

The pro forma income statement 
shows consolidated net income of $5,- 
750,000 available for “surviving com- 
pany” expenses and charges. Corporate 
income available for the surviving com- 
pany is estimated at $4,725,000. Assum- 
ing that the latter figure should prove 
correct, the proposed senior debt of $11,- 
000,000 and debenture issue of $7,905,- 
000 could probably be paid off in five 
years. However, liquidation of miscel- 
laneous assets might considerably hasten 
the process. 


¥ 
American Power & Light 


(Ninth in a series of articles on hold- 
ing companies. ) 


MERICAN Power & Light, $850,000,- 
000 Electric Bond and Share sub- 
holding company, controls a large num- 
ber of subsidiaries, of which the follow- 
ing are the more important : 


Popula- 
tion 
Served 


Central Arizona Light & Power ... 129,000 
Florida Power & Light 548,000 
Kansas Gas & Electric 270,000 
MinnesOtane. Gs dosusco ss esse cen 240,000 
Montana. Power Co. ........02ce+- 300,000 
Nebraska Power 353,000 
New Mexico Electric Service 13,000 
Northwestern Electric Co. ... . 377,000 
Pacific Power & Light 257,000 
Portland Gas & Coke Co. ......... 476,000 
Superior Water Light & Power Co. 35,000 
Texas Electric Service Co. ....... 428,000 
Texas Power & Light Co. ........ 725,000 
Texas Public Utilities Corp. ...... 108,000 
Washington Water Power Co. .... 398,000 


While system properties cover a wide 
area, increased interconnection has aided 
the war program. A 268-mile transmis- 
sion line connecting the Nebraska and 
Kansas properties was completed last 
August, assuring ample power to impor- 
tant meat-packing, steel, and aeroplane 
factories, oil refineries, and Army camps. 
Pacific Power & Light, Northwestern 
Electric, Washington Water Power, and 
Montana Power participated along with 
other private systems and Federal-owned 
Bonneville in the Pacific Northwest 
power pool. This pooling saved large 
amounts of fuel and facilitated greater 
hydroelectric output. The pool included 
Utah Power & Light and Idaho Power 
(controlled by Electric Power & Light), 
their inclusion being made possible by 
a 274-mile line connecting those compa- 
nies with Montana Power. In April 
Washington Water Power and Pacific 
Power & Light made an agreement with 
Bonneville for interchange of power 
during the war emergency. 


MERICAN Power & Light was ordered 
dissolved by the SEC in August, 
1942. A plan filed by the company in 
July, 1941, for compliance with the 
Holding Company Act was disapproved 
by the commission. A petition for review 
of the commission’s dissolution order 
was filed in a Federal court last October 
and was recently argued. AP&L derived 
its income as follows in 1942: 
From subsidiaries : 

Dividends on common stock... $6,229,096 
Dividends on preferred stocks 178,653 

Interest on bonds, notes, and 
2,641,002 


-« $9,048,751 
65,740 


$9,114,491 


The company obtained income from 
all its important subsidiaries in 1942, the 
largest contributors being (in the order 
named) Montana Power, Florida Power 
& Light, Washington Water Power, 
Texas Power & Light, Nebraska Power, 
Texas Electric Service, Kansas Gas & 
Electric, and Central Arizona Light & 
Power. 


Total from subsidiaries a 
From short-term investments ... 
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System capitalization as of December 
31, 1942, was as follows: 


Percent- 
Millions age 
Subsidiaries— 
Long-term debt 42 
Preferred stocks (in- 
cluding arrears) .... 115 16 
American Power & Light 
Long-term debt 45 6 
Preferred stocks 
incl. arrears) 1 24 
Common stock 12 


Totals 100 


Earnings per share, dividend pay- 
ments, and approximate price range of 
the $6 preferred have been as follows: 

Divi- 


Earned per Share dends Approx. 
Consol. ParentCo. Paid Range 
$6.17 26—15 

5.42 47—21 

6.54 63—35 
59—32 
48—19 
87—31 
SEs 88—43 
1935 . 2.94 50—10 


Asiiitied Power & Light $6 preferred 
is currently around 30 (1943 range 334- 
183). Dividend payments were discon- 
tinued after the August, 1942, payment; 
and, due to the SEC dissolution order, 
the company’s debt retirement program, 
etc., it seems unlikely that any further 
payments will be made. 


Year 


OZ 5 coc 
ROL. 505s 
1940 .... 
1939 .... 


Or: of the system’s major problems 

is the refinancing of Florida Power 
& Light Company. A comprehensive plan 
was presented to the SEC in September, 
1941, but the commission has not as yet 
issued any order with respect to the plan 
or the other issues involved (subordina- 
tion of American Power & Light’s hold- 
ings, etc.). American receives about one- 
half of its total interest income from 
Florida, and about one-sixth of its total 
income. The subordination proposals 
made by American would reduce its in- 
terest to an all-common stock basis. It is 
possible, however, that the SEC may 
have intimated an intention to place re- 
strictions on common stock dividends 
following subordination. 
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of American Power & Light’s subsidi- 
aries the system must eventually be 
broken up, under present SEC interpre. 
tations of § 11. A preliminary step is to 
retire the company’s large bond issue. 
The parent company at the end of last 
year had net current assets of over $18- 
000,000, principally in cash and govern. 
ment bonds. The company requested per- 
mission in October to use $10,000,000%%: 
cash to retire bonds by purchase. On Feb- 
ruary 22nd permission was granted to 
buy bonds at prices between 95 and 10) 
only. 

The bonds are currently selling around 
1024. The SEC should recognize the 
company’s difficulties and grant permis- 
sion to pay a higher price. Due to thell 
high call price and onerous call provi- 
sions, the SEC evidently has in mind re: 
tiring all bonds at par or less, as in the 
United Light & Power dissolution. Ty 
carry out this program it would be neces: 
sary to sell enough properties to provide 
cash for complete retirement of all bonds 
at par, after which remaining security 
holdings could be divided pro rata among 
preferred security holders (assuming 
that the common stock is wiped out). 


¥ 


FPC Statistics on Construction 
Budgets, Power Demands, ete. 


HE Federal Power Commission’ 

binder, “Electric Power Statistics,’ 
includes nine sections presenting com: 
prehensive statistics and charts on thé 
following topics, conveniently arrange 
under projecting index tabs: 


Monthly Statistics 
Production of electric energy 
Fuel consumption 
Power requirements and supply 
Revenues and income of A and B utilitie’ 
Annual Statistics 
Additions and expenditures schedule 
Production and capacity 
Water-power capacity 
Power movement across state lines 
Fuel consumption 
Annual Summaries 1920-1940 
Production, generating capacity, fuel cor: 
sumption, historical data, etc. 
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Unfortunately, the binder does not 
ake careful provision for indexing the 
monthly earnings bulletins, publication 
bf which was inaugurated a few months 
go by the commission. (See article in 
his department, page 830, June 24th 
ksule. ) 

These are sandwiched in under 
e tab “6—Movement across state lines 
annual.” They should have a special 
ab of their own, preferably as 3-A in 
he monthly section—or in lieu of this 
special sheet should be inserted in the 
ront of the binder explaining the loca- 
ion of these important figures. 

The bulletin on electric construction 
udgets and expenditures contains the 
ollowing interesting data (millions of 
follars) : 


1943. 1942 
Budgets Expend. 


207 

210 

5 

Total generating cap.... 422 
Transmission 142 
Distribution 174 
General 17 


755 


Generating capacity 


Total elec. construction. 539 


Budgets do not always work out close- 
ly. 
The 1941 estimate proved correct 
within $1,000,000 but in 1942 (presum- 
ably due to war conditions) actual ex- 
penditures of $755,000,000 were far be- 
low the budgetary plans, which had called 
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for expenditure of $1,069,000,000. 
Following is a breakdown as between 
private and public expenditures: 


1942 
1943 Expendi- 
Budgets 


tures 
Private construction ... 282 


456 
Public construction .... 257 299 
539 


755 


Turning to the section on “power re- 
quirements and supply,” we note that the 
“net assured capacity” for existing and 
scheduled generating capacity estimated 
for December 31, 1943, is 39,614,114 
kilowatts, compared with estimated peak 
demands in December of 37,841,042. Net 
assured capacity is defined in a footnote 
as “dependable capacity plus net firm 
power purchases, minus reported re- 
quired reserves.” Actual installed capac- 
ity (nameplate rating) is given as 44,- 
900,766—estimated at the end of 1943. 
It is difficult to reconcile the latter figure 
with other data on total capacity. Ac- 
cording to a February FPC bulletin, 
total installed capacity at the end of 1942 
was 46,594,862, and anticipated additions 
in 1943 would bring the total to over 
50,000,000 kilowatts, or about 5,000,000 
in excess of the item just referred to. 
Presumably this is accounted for by 
omission of governmental power dis- 
tricts, noncentral stations, etc.; but it 
would increase the value of the figures if 
the method of compilation could be de- 
fined more explicitly. 


bg 


Niagara Hudson Power Plan 
Expected 


ae prices for Niagara Hudson and 
Buffalo, Niagara & Eastern pre- 
ferred stocks seem to reflect Wall Street 
expectations that the reorganization pro- 
gram for the Niagara Hudson Power 
system will soon be forthcoming. A pre- 
liminary sketch of the plan was published 
last December, but the final plan may 
not conform closely. According to press 
reports at that time, the principal op- 
erating companies—New York Power & 
Light, Central New York Power, Buf- 
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falo Niagara Electric, Niagara, Lockport 
& Ontario, and Niagara Falls Power 
Company would be consolidated into a 
single company to be known as Niagara 
Falls Power. The subholding company, 
Buffalo, Niagara & Eastern Power, 
would also be merged into the new op- 
erating company. 

A few of the smaller subsidiaries 
(Hudson Valley Fuel, Northern De. 
velopment, Union Bag & Paper, St. 
Lawrence Power, and Oswego Canal), 
together with various security invest 
ments of Niagara Hudson Power, would 
be combined in another single unit. The 
final step would be to distribute the stocks 
of the two new consolidated companies 
to security holders of Niagara Hudson. 
Preceding this, the latter company was 
to recapitalize on a one-stock basis. At 
the annual meeting on April 13th, Presi- 
dent Machold reported that the plan 
should be ready for submission to the 
SEC within a few weeks. 

Recapitalization would probably re- 
duce the 23 per cent voting interest 0 
United Corporation to below the 10 per 
cent level, thus taking the new company 
out of jurisdiction of the SEC. 


¥ 


Merger of Two General Gas 
Units Permitted 


Fe for consolidation of the Lex- 
ington Water Power Company into 
the South Carolina Electric & Gas Com- 
pany, with the consolidated corporation 
assuming all outstanding bonds, deber- 
tures, notes, and accounts payable of both 
concerns, was approved June 16th by the 
Securities and Exchange Commission. 
Both companies are subsidiaries of the 
General Gas & Electric Corporation. The 
consolidated corporation, according to 
the plan, would have an authorized capi- 
tal stock of 220,000 shares, of which 70; 
000 would have a par value of $100 and 
150,000 would be cumulative preferred 
shares of $50 par value. The outstanding 
43,294 shares of common stock of South 
Carolina Electric, all of which are held 
by General Gas, would become common 
stock of the consolidated corporation. 





FINANCIAL NEWS AND COMMENT 


INTERIM EARNINGS REPORTS 


End of 12-month Period 3-month Period 
Period Last Prev. Inc. % Last Prev. Inc. % 
Flectric-gas Holding Companies 
American Gas & Elec. Consol. ........ Apr. $210 $261 D20% ... ., oe 
Amer. Power & Lt. (pfd.) Consol. .... Feb. 6.78 4.98 36 =6$2.30 $1.56 48% 
Parent Co. Dec. 3.18 4.00 oy + ted 
American Water Works Consol. ...... Mar. 1.12 1.16 a 25 24 
Parent Co. Mar. 15 42 D03 D.05 Ee? 
Columbia G. & E. (1st pfd.) Consol. ... Mar. 11.70 7.70 5 5.34 2.60 107 
Com. & Southern (pfd.) Consol. ..... May 8.80 7.53 oe fs ie 
Elec. Bond & Sh. (pfd.) Parent Co. ... Dec. 4.26 6.92 oF as 
Elec. Pr. & Lt. (1st pfd.) Consol. ...... Dec. 10.69 10.35 : 3.92 3.60 
Parent Co. Dec. 2.03 1.96 $i oP 
Eng. Pub. Service (common) Consol. Apr. 1.23 1.17 
Parent Co. Apr. 07 SE 
Federal Lt. & Trac. Consol. ......... Mar. 1.68 1.53 
L. I. Lighting (pfd.) Consol. ......... Mar. 
Parent Co. Mar. 
Middle West Corp. Consol. .......... Mar. 
Parent Co. 
Nat'l. Pr. & Light Consol. ........... 
Parent Co. 
Niagara Hudson Pr. Co. Consol. ..... 
Parent Co. 
North Amer. Co. Consol. ............ 
Parent Co. } 
Nor. States Pwr. (Del.) (cl. A) Consol. 
Ogden Corp. Parent: Co...cccescssseeee 
Pub. Serv. Corp. of N. J. Consol. ..... 
Std. Gas & Elec. (pr. pfd.) Consol. ... 
Parent Co. 
United Gas Improvement Consol. ..... 


Parent Co. D27 


: 46 63 2 
United Lt. & Pr. (pfd.) Consol. ..... .  11.44(a) 6.10(a) 88 
Parent Co. 2.00 1.55 29 


Electric-gas Operating Companies 
Boston Edison 
Commonwealth Edison Consol. ........ 
Conn. Lt. & Power 
Cons, Eason N. ¥. Consol. 0600000 
Parent Co. 
Cons. Gas of Balto. Consol. .......... 
Detroit Edison Consol. .......ccceces 
Hattiord: mite: Dt Ce... ccsceecsccccee 
Indianapolis P. & L. Consol. ....ceceee I 
Pacific Gas & Elec. Consol. ..........- 
Public Service of Indiana 
San: Diewo Gas & -Blec... oe. 20ccsecee 
Southern California Edison .......... I 
Gas Companies 
Amer. Lt. & Traction Consol. ......... 
Brooklyn Union G 
El Paso Natural Gas Consol. ......... . 
Lone: Star Gas Consol. .....cccsecsess 
Oklahoma Natural Gas 
Pacific Lighting Consol. ........ssee.- 
Peoples Gas Light & Coke Consol. ..... 
Southern Natural Gas Consol. ........ : 
United Gas Corp. (1st pfd.) Consol. ... Feb. 
Parent Co. Feb. 
Telephone and Telegraph Companies 
American Tel. & Tel. Consol. ........ Feb. J ’ D10 2.40 aaa 3 
Parent Co. Mar. i : D12 2.27 Ze 6S 
General Telephone Consol. .........- Mar. ; 4 D10 53 48 10 


2.24 
1.78 
2.77 
1.90 
1.84 
4.64 
1.68 
2.95 
2.08 


em MN NE ReEENED 
WRON=|pPWe OAD DEH 
SaLADSRGBRVAROM 


D—Deficit or decrease. (a) Estimate based on report of United Light & Railways Company. 
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What Others Think 


Senator Bridges Attacks the FPC 


N the Congressional Record of May 

27th there appears a forthright attack 
on the Federal Power Commission made 
on the floor of the Senate by the Senator 
from New Hampshire, H. Styles 
Bridges. Senator Bridges’ remarks were 
made during the Senate’s consideration 
of the Independent Offices Appropriation 
Bill, which included funds for the Fed- 
eral Power Commission. 

He not only urged that the Senate go 
along with the action of the House in re- 
ducing appropriations for the FPC, but 
suggested that there were reasons for 
even a deeper cut. He pointed out that 
on the very day the House had passed 
the Independent Offices Appropriation 
Bill there was made public a War Pro- 
duction Board directive setting up the 
Office of War Utilities under J. A. Krug, 
which assumed responsibility for mobil- 
izing the nation’s electric power reserves 
along lines which left doubt in Senator 
Bridges’ mind as to whether FPC should 
receive so much money for doing about 
the same job. 

The New Hampshire Senator went on 
to compare the respective records of Mr. 
Krug and the chairman of the FPC, Le- 
land Olds. He charged that Mr. Olds 
owed his appointment as a “political pay- 
off” to the American Labor party of 
New York state, of which he was tem- 
porary convention chairman on October 
3, 1938. He charged that Olds had no 
background or practical experience in 
the electric power industry other than ten 
years with the New York State Power 
Authority. Explaining the New York 
State Power Authority, Senator Bridges 
said: 

. The New York Power Authority does 
not now, and never did, own a generating 


plant of any kind whatsoever or a trans- 
mission line, distribution line, substation, or 
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meter. It is an authority without authority, 
a paper agency in more than one sense of 
that word. It is an agency whose activity 
has been largely to propagandize the Na- 
tion and, from its ample funds, lobby in 
Congress in favor of the St. Lawrence sea- 
way, so-called. 


gta ee Bridges displayed photostatic 

copies of the official daily newspaper 
of the Communist party, the Daily 
W orker, in which Chairman Olds wrote 
a column during the 1920’s. These ar- 
ticles, written by Mr. Olds as a staff 
member of the “Federated Press” 
(which the New Hampshire Senator 
charged with being a “Communist-di- 
rected propaganda clip sheet circulated 
to labor newspapers and magazines”), 
variously attacked the capitalist system 
and the public utility industry. 

He declared that Mr. Olds’ articles 
appeared in the Daily Worker from 1924 
to 1929. The Senator said his purpose 
in going into the background of the FPC 
chairman was to show that he is a “po- 
litical ideologist without practical experi- 
ence upon which he could base sound 
judgment in the many critical situations 
which must come before the chairman 
of the FPC.” 

Further comparing the records of 
Chairman Olds and Mr. Krug, Mr. 
Bridges said : 

The record shows that Mr. Leland Olds 
has made wrong predictions of power 
shortages for the national defense load. His 
opposite number, Mr. J. A. Krug, has stated 
there is not now, never has been, and is 
never likely to be a shortage of power. 

It has been shown that electric power is 
the one commodity that is not rationed and 
need not be rationed due to lack of capac- 
ity. The record shows that electric power 
is the only commodity necessary to out 
standard of living which has actually de- 
creased in price in several instances since 
the war began. It further shows that Mr. 
Olds and the Federal Power Commission, 
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not once but many times, have made the 
Federal government look ridiculous by their 
insistence that a power shortage was im- 
pending. The ulterior motive behind these 
predictions probably was political and ideo- 
logical. But the result has been to discredit 
the Federal Power Commission to a point 
where scme day if they are right in a 
prediction of power shortage, neither the 
public nor the industry will give credit. 
It’s the old story of crying “Wolf! Wolf!” 
once too often. 


The Senator also accused the FPC 
of responsibility for “the wastage of 
millions of pounds of copper in the so- 
called Ark-La line which was built in 
the name of national defense.” He said 
the Ark-La line was unnecessary. 


HE Senator further accused the 

FPC of overriding the Arkansas 
Department of Public Utilities by in- 
troducing a rate investigation which 
wasted thousands of man hours of im- 
portant war production executives. To 
support his argument that the FPC is 
hostile to state rights as demonstrated in 
the Southwest power pool rate investi- 
gation, Senator Bridges said: 


As a former state public service commis- 
sioner, I am entirely familiar with the is- 
sues involved in this case. I should like 
to append as part of my remarks two ex- 
hibits in connection with it. The first is 
a letter from the special counsel for the 
Arkansas Department of Public Utilities, 
and the second is an amicus curiae brief for 
the National Association of Railroad and 
Utilities Commissioners representing all but 
two of the regulatory commissions of the 
United States. ... 

Mr. President, to all friends of the Ameri- 
can system of government, to all who are 
interested in the preservation of the sov- 
ereignty of the individual states which com- 
prise our Federal Union, I recommend that 
these two documents be read in full. They 
are a shocking revelation of the inroads 
being made by this Federal bureaucracy in 
the name of the war effort on the rights 
of the states to govern themselves in the 
role cast for them by the founding fath- 
ers. 

As a former member of a public service 
commission, I have viewed with grave 
doubts the encroachment of Federal bureau- 
cracy into the fields that properly, under 
our Constitution, belong to the jurisdiction 
of the sovereign states. 

I long ago realized that only healthy, le- 
gal state regulation of noncompetitive in- 
dustries such as gas and electric supplies, 


could destroy the specter of state owner- 
ship and socialism. 

In preparation for the hearing before the 
Senate Appropriations Committee, I wrote 
a general letter to state public service com- 
missions to discover, if possible, the real 
situation between the state regulatory 
bodies and the Federal Power Commission. 

The replies were candid. But I was 
shocked that so many of them, written from 
old friends who put their trust and confi- 
dence in me, gave me information under 
seal of strictest confidence. They asked 
that their identity be not revealed lest they 
and their independent sovereign states be 
subject to prosecution by the Federal 
Power Commission, or by other agencies of 
Federal bureaucracy. 

One state commissioner says that a rep- 
resentative of the Federal Power Commis- 
sion approached him on the simple basis 
of bureaucratic reciprocal back scratching. 
This representative of the Federal Power 
Commission urged that it would be helpful 
to the commission’s case for bigger and bet- 
ter appropriations if the state in question 
should request assistance of the FPC in a 
certain rate case. 


The Senator summarized his re- 


marks as follows: 


Mr. President, the purpose of my discus- 
sion today has been threefold: 

First, I have shown conclusively that the 
Federal Power Commission functions, in re- 
lation to the war effort, are in complete 
duplication, by its own admission in hear- 
ings and by the War Production Board di- 
rective of February 13th, of the work of the 
Office of War Utilities, and are as unnec- 
essary to the war effort as a fifth wheel on 
a baby buggy. 

Second, it has been demonstrated that 
as between the Office of War Utilities and 
the Federal Power Commission the former 
is far more competent by comparison. 

Third, it was my purpose to show that in 
the midst of war, the Federal Power Com- 
mission aggressively pursues its policy to- 
ward obliterating state boundaries and in 
fact uses war necessity as a means of ob- 
taining that objective. The Federal Power 
Commission has clearly demonstrated itself 
to be an enemy of the doctrine of sover- 
eign states as enshrined in the Constitution 
of this Federal Union. 

I might have added a fourth reason for 
this discussion. 

While I take the position that the Appro- 
priations Committee is to be congratulated 
on its “hold the line” resistance to bureau- 
cratic pressure and on retaining generally 
the reductions contained in the House bill, 
I felt that this was an appropriate occa- 
sion to reveal publicly some of the informa- 
tion which has come to me as a result of 
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my personal investigations in relation to 
the recent hearing. 

There are a number of investigating 
bodies in the House and Senate which no 
doubt will find this material dealing with 
bureaucratic wastage and duplication in war 
time under radical leadership to come with- 
in the scope of the resolutions which em- 
power them to act. 

Mr. President, no real remedy for this 
situation can result from a single speech in 
the Senate; but, with faith in the integrity 
and courage of the several investigating 
committees of this Congress, I suggest that 
the wildness of the Federal Power Com- 


Langer, Republican of North Dakota 
Senator Aiken said that he had a num- 
ber of occasions during his four years 
as governor of Vermont to work with 
the FPC. He was always impressed 
with the conscientious, honest, hard- 
working, and sincere codperation of 
Chairman Olds. He said he always 
found Mr. Olds to be courteous and 
considerate of the rights of the state. 
Senator Langer said that during his 
term as governor of North Dakota he 


was able to obtain a reduction in elec- 
tric rates, largely through the good offices 
of the FPC. He said he did not think 
Senator Aiken was warm enough in his 
praise of the fine work being done by 
Chairman Olds. 


mission bureaucracy invites investigation 
and remedial legislative action. 





AN the conclusion of Senator Bridges’ 
address, Chairman Olds was warm- 
ly defended by Senator Aiken, Repub- 
lican of Vermont, and Senator William 





British Utilities Successfully Combat 
Damage Done by Bombings 


and 50,000 high-explosive bombs fell on the 
London region; incendiaries were numbered 
by the million. 

During that September the attacks were 
concentrated on London. In the following 
months, however, they spread to the prov- 
inces: to the arms towns—Coventry, Bris- 
tol, Sheffield, Manchester; to the shipping 
centers—Liverpool and Merseyside, South- 
ampton, Cardiff, Portsmouth, Swansea, 
Plymouth, Belfast, Clydeside, and Hull; to 
the quiet places of the agricultural districts; 
and to the cathedral towns. Nearly every- 
where the. bombs came down, and they did 
not all fall harmlessly in fields and parks. 

They fell on the railways and main roads, 
on houses, post offices, and telephone ex- 
changes. Telegraph and telephone com- 
munications were seriously interrupted. In 
the London area alone between September, 
1940, and September, 1941, bombs fractured 
1,695 cables. The repair of this damage 
meant the plumbing of nearly 3,000 joints 
and connecting more than 500,000 wires. 

There is hardly a main road in the coun- 
try without at least one cable somewhere 
beneath its surface. Frequently where 
cables converge towards the exchanges there 
may be as many as 100 buried below one 
thoroughfare. In the towns these often run 
alongside gas, water, electricity, sewer, and 
other services—services which do not mix 
well when all are smashed by high explo- 
sives. And, on many occasions, they have 
been smashed and mixed together. 


revealing information 


cee aera 
about the operation of British utili- 


ties is contained in letters from various 
informed individuals in England to Da- 
vis M. DeBard, vice president of Stone 
& Webster Service Corporation of New 
York. The information contained in the 
letters is in answer to questions put by 
Mr. DeBard to British contacts, with 
the view of bringing to America the ben- 
efits of the utility phase of British ex- 
perience in total war. 

Typical is the comment of W. 
Chetham-Strode of the home and ship- 
ping sections, commercial relations divi- 
sion, Telephone and Telegraph Systems, 
London. His comments include a most 
interesting engineering and human re- 
lations story of telephone and telegraph 
service in London while bombs were fall- 
ing. He discusses the difficulties encoun- 
tered in the repair of bombed exchanges, 
instructions to operators, courage of em- 
ployees, and other items of interest to 
everyone concerned with utilities. His 
letter contains this statement: 





In the eleven months from September, 
1940, to the end of July, 1941, between 45,000 
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“WE USE THIS PHONE FOR MAKING OUR COMPANY LONG-DISTANCE CALLS” 


R. CHETHAM-STRODE revealed the 
tremendous significance of the 
bomb destruction of exchange facilities 
by pointing out that all but 1,600,000 
miles of the 19,000,000 miles of wire, 
making up the telephone and telegraph 
network of Great Britain are under- 
ground. During the Battle of Britain, in 
the late summer of 1940, Mr. Chetham- 
Strode says, the chief switching and 
operating centers escaped widespread 
damage for the first few months, but 
the underground cable plant was smashed 
at many points. Continuing, he says: 
Repairs were put in hand at once. Among 
the first to arrive on the scene of any “inci- 
dent” were the linemen. The full force of 
the organization was concentrated on the 


important work of reinstating damaged 
cables. 


Air raids themselves were not allowed to 
interfere with the work of reconstruction. 
But immediate access to the damaged plant 
was not always possible owing to its being 
buried under tons of débris, and to burst 
water pipes and other obstacles. Even when 
the fractured cables were reached it was 
not a simple matter of joining up a single 
broken link; each pair of wires in the cable, 
which may contain from 200 to 1,000 pairs, 
had to be joined through again. Very often 
in one bomb crater there were several such 
cables to be repaired. And there were many 
bomb craters. 

In London in that autumn of 1940 the re- 
pair work was expedited by the temporary 
release from the Army of trained engineer- 
ing staff. Despite all the difficulties at this 
time 20,000,000 local calls a week were being 
connected in London, and in addition about 
300,000 long-distance and toll calls a week 
were originated by London subscribers. 


From Mrs. Eileen Murphy, home serv- 
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ice director of the British Commercial 
Gas Association, London, come these in- 
teresting comments: 


The British utilities, as in United States of 
America, have done a splendid job in keeping 
up their service during the war. Credit has 
been given to officials in British gas under- 
takings who distinguished themselves by 
acts of bravery during raids. Awards have 
also been made to some electricity and water 
engineers. There has been a very remark- 
able display of war pictures at the National 
Gallery. The artists were commissioned to 
paint various war subjects by the British 
government. I was very pleased to see 
amongst them one showing gas workers and 
underneath the names of several men who 
had won George Medals for bravery were 
given. The painting showed the men stand- 
ing amongst débris and with the damaged 
gas holder in the background... . 

We in the gas industry have to be con- 
tinually on the watch to see that we keep 
our place in the public’s good opinion. Our 
activities are very difficult with the call-up 
of men and women which goes on all the 
time. Very soon there will be no man or 
woman under forty-five years of age who 
is not on direct war work. 


Incidentally, Mrs. Murphy remarks 
that news of trouble in American coal 
mines came as a great blow. She says it 
seems such a contrast to the stories of 
great heroism and sacrifice coming from 
the Pacific and North Africa. 


rom B. Mittell, general manager of 
Electric & Musical Industries, Ltd., 


comes a letter containing a discussion of 
postwar planning, housing, new kitchens 
and appliances, central heating, and 
standardization. He says that the plan 
suggested in America for postwar pri- 
ority purchases and various plans for 
linking up current savings with the 
purchase of specific goods after the war 
are regarded as impractical in England. 
He points out that priorities will con- 
tinue to be in effect in the postwar period 
and that it would be inadvisable to give 
a guaranty that certain goods will be 
made available at any given time or at 
any particular price. He also notes that 
men serving in the military forces would 
be at a disadvantage in that their pay is 
lower than that of war workers. 
Austin Reed, president of Austin 
Reed, Ltd., operating a large chain of 
English clothing and _ haberdashery 
stores, presents a clear picture of the 
rigid price control system in effect from 
the time a commodity leaves the raw ma- 
terial state until it reaches the public. On 
all essential goods, the margin of profit 
is as low as possible. Essential goods 
constitute 75 per cent of total manufac- 
tured goods in dollar value; only 25 per 
cent of the goods manufactured being al- 
lowed in the nonessential class, on which 
price controls are less stringent, but taxes 


are tremendously greater. 
—C. A. E. 





How Will Government Power 
Be Used after the War? 


RANK J. Taylor in The Saturday Eve- 

ning Post for June 5th (“The White 
Elephant Comes into Its Own”) de- 
scribes the war-time use of power from 
Grand Coulee and Bonneville to produce 
aluminum in the Pacific Northwest : 


When aluminum makers were faced sud- 
denly with the necessity of stepping up the 
country’s output of pigs, they scoured the 
country for power to supplement their pro- 
duction in the Tennessee valley and Pitts- 
burgh areas. Great blocks of continuous 
energy are hard to find without rationing 
other industries or hundreds of thousands of 
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individual consumers. Bonneville powe: 
house, with the first 6 of 10 turbines turn- 
ing up power, and Grand Coulee’s first 3 
of a battery of 18 generators, proved a god- 
send, just as the aluminum mills were life- 
savers for Dr. Paul J. Raver, supersalesman 
of the Bonneville-Coulee Power Adminis- 
tration, whose electricity the government en- 
gineers had begged Oregon and Washington 
communities to buy wholesale and distribute 
at cost to their citizens. Where aluminum 
reduction mills paid up to 7 mills per kilo- 
watt hour for power to feed their gluttonous 
pots in the East, Raver was able to sell the 
Bonneville-Coulee surplus for as low as 23 
mills delivered at the plants, thanks to “the 
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“YOU MEAN YOU JUST WANT ORDINARY MONEY—NO RATION POINTS?” 


folly” of having completed 1,650 miles of 
high-transmission line at a cost of $70,000,- 
000. In fact, the urgent and unforeseen need 
for aluminum, magnesium, and ferroalloys 
—all products of electrochemistry—to bol- 
ster our war effort right now has trans- 
formed the whole costly project of harness- 
ing the latent power of the Columbia, 
mightiest power stream on the continent, 
from a magnificent daydream of “the imag- 
ineers,” as the Bonneville-Coulee engineers 
flippantly call themselves, into one of the 
best investments Uncle Sam has ever made. 


However, in order to take advantage 
of this power supply it has been neces- 
sary to haul bauxite from the southern 
states and from South America, and 
when the aluminum is extracted it has to 
be shipped back across the continent to 
be rolled into sheets. After the war, with 
the demand for aluminum greatly re- 
duced, it seems unlikely that it can be 


efficiently produced in this territory un- 
less local sources of the raw material can 
be developed. There are plentiful sup- 
plies of alunite in the Northwest, but thus 
far commercial methods of extracting 
aluminum have not yet been fully de- 
veloped, though considerable experi- 
menting has been done. If the war lasts 
long enough it may prove feasible to sub- 
stitute this alunite for the bauxite mines 
so far away. But if this does not occur, 
it seems likely that aluminum production 
will again be concentrated in Tennessee 
and other points closer to the raw ma- 
terial. At that time a program for gov- 
ernment acquisition of distributing fa- 
cilities, in order to dump power from 
Coulee and Bonneville in the laps of mu- 
nicipalities, may again become a serious 
issue. 
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WHAT OTHERS THINK 
What Is the Anti-inflation Policy? 


Eke administration apparently has 
no basic philosophy for combating 
inflation, and to win that battle a well- 
considered anti-inflation framework 
must be established, The New York 
Times said in a recent editorial. 

The Times insisted that after such a 
policy has been framed, the administra- 
tion must keep informed on the actual 
statistical position of affairs and the ef- 
fect of its policies on different income 
groups. Then it must show the political 
courage to carry through its basic policy, 
regardless of the opposition of pressure 
groups. 

Pointing out that there was little evi- 
dence to indicate that the administration 
has troubled to determine the actual situ- 
ation at any given time, or that it has 
the courage to battle against political de- 
mands of such interests, the Times con- 
tinued : 


As a result, what is the situation today? 
Organized industrial labor has, compara- 
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risen 36.4 per cent. The weekly earnings of 
these workers in the same period had risen 
an average of 60.9 per cent. The bituminous 
coal miners under Mr. Lewis have done par- 
ticularly well. From May, 1933, to Decem- 
ber, 1942, though the cost of living had risen 
33 per cent, the hourly earnings of the soft 
coal miners rose 140 per cent. The situation 
for soft coal miners has been still further 
improved this year by the introduction of 
the 6-day, 42-hour week. This has meant a 
further 30 per cent increase in weekly wages. 


1 CO 
RS tively, done very well. Since August, 1939, 
Soe immediately before the outbreak of war in 
“ ¢ Europe, the cost of living, according to cal- 
& culations of the National Industrial Con- 
ag 9 ference Board, had risen 21.2 per cent by 
$ February of this year. In the same period 
— average hourly earnings of workers in 
ae twenty-five manufacturing industries had 
° 
a 


O* the basis of these increased earn- 
ings by organized labor, the Times 


took the position that if estimates of the 
Office of Civilian Requirements are cor- 
rect, the purchasing power of organized 
industrial labor will get more than its 
share of a drastically reduced supply of 
civilian goods. OCR had estimated that 
civilian consumption would have to be 
cut by the war program to not more than 
68 per cent of that in 1941. This means 
that, with a smaller pie to be shared by 
everybody, labor — with its increased 
earnings—will actually consume more 
than in the prewar period. The Times 
stated : 

And this is only another way of saying 
that the rest of the population, considered 
as a unit, was taking much more than a 
proportional cut in its living standards. It 
is, in fact, in large part the white-collar 
group that has been relatively most hurt 
by the rise in the cost of living. : 

The irony of the situation is that it is 
the leaders of organized industrial labor, 
who have already secured most for their 
followers at the expense of other elements 
of the population, who are now complaining 
the most about the intolerable hardships 
imposed upon them by the President’s hold- 
the-line order. And their pressure threatens 
to be successful precisely because the ad- 
ministration has not made clear to the coun- 
try (and probably not even to itself) what 
the present situation actually is. 


The Times stressed the importance of 
integrating anti-inflation with the tax 
program. 

This would be for the purpose 
of determining the relative and abso- 
lute amounts of income of different in- 
come groups and would decide how much 
of the burden of war each group would 
or could be made to carry. But, the edi- 
torial pointed out, there is no evidence 
whatever that any such fundamental 


study has been made or attempted. 
—C. A. E. 





1U. S. Census Bureau. 


“.. with victory, we want that for which we fight—our freedoms, with 
q a minimum of government interference and controls.” 


—Eric A. JOHNSTON, 


President, U. S. Chamber of Commerce. 
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FPC Issues License Ending 
Controversy 


HE Federal Power Commission on June 

18th announced the issuance of a Federal 
license to the Appalachian Electric Power 
Company, Roanoke, Virginia, for the Claytor 
hydroelectric project (Project No. 739), lo- 
cated on the New river, near Radford, Vir- 
ginia. 

The signing of the license brings to an 
end the long-standing controversy between the 
company and the commission concerning the 
extent of Federal jurisdiction over the coun- 
try’s river basin resources. 

The Appalachian Electric Power Company 
refused the license tendered by the FPC in 
1931 on the ground that the New river was 
not navigable, but the U. S. Supreme Court, 
in a decision handed down on December 16, 
1940, fully sustained the commission’s con- 
tention that the stream was navigable and the 
company must take a license. 

The Claytor project is reported to have cost 
about $9,565,000, and has an installed capacity 
of 104,000 horsepower. Electric energy gen- 
erated by the plant enters into the utility sys- 
tem of the Appalachian Company which, with 
its affiliates, serves a large area in Virginia, 
West Virginia, and Ohio. 


REA Allocations Announced 


HE Department of Agriculture on June 

15th announced allocations of $1,957,000 of 
rural electrification loan funds to 23 systems 
in 16 states and Alaska. 

The funds borrowed by the systems under 
these allocations will be used to finance facili- 
ties already completed in accordance with War 
Production Board regulations, to acquire ex- 
isting properties which will facilitate electri- 
fication of additional farms in the postwar 
period, and for immediate extension of service 
to more than 1,000 farms qualifying under 
present WPB regulations permitting connec- 
tions to farms producing livestock, dairy, and 
poultry products. 

REA Administrator Harry Slattery said that 
no new construction would be undertaken ex- 
cept in accordance with authorization or regu- 
lation of the WPB. 

These allocations bring the total of REA 
allotments to $466,192,465.66, of which $7,471,- 
550 represents operations during the current 
fiscal year. 
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Among the allocations, which provide for 
connections to existing lines unless otherwise 
specified, was one for $320,000 to the Inter- 
mountain Rural Electrification Association, 
Littleton, Colorado, for 294 miles to serve 900 
members. This included $161,500 for purchase 
and rehabilitation of 95 miles serving 591 con- 
sumers, 


Food Industry “Public Utility” 


= that the current food subsidies pro- 
gram is planned as a means to make the 
food industry a “public utility” under strict 
governmental control, which will be continued 
indefinitely, were expressed on June 9th by 
leaders of the industry gathered at the Grocery 
Manufacturers of America war conference at 
New York city. 

At the sessions, attended by representatives 
of the distinctive trades in addition to food 
manufacturers, the trade leaders in off-the- 
record discussions pointed out that “starva- 
tion” threatens the nation in the near future. 


Freeze FPC-SEC Action 


JOINT resolution (HJ Res 140), introduced 
A by Representative Lyle Boren (D) of 
Oklahoma, would suspend all further activi- 
ties of the SEC under § 11 or so-called “death 
sentence” provision of the Holding Company 
Act until one year after the war. The bill 
would also suspend for the same period fur- 
ther activities by the FPC under § 201 of the 
Federal Power Act with respect to original 
cost studies. The bill was referred to the House 
Committee on Interstate and Foreign Com- 
merce. 


TVA Plans Postwar Program 


A SPOKESMAN for the Tennessee Valley Au- 
thority told a Senate committee recently 
that TVA expects such vast industrial _post- 
war expansion it is experimenting daily to 
learn how war plants can be adapted to peace- 
time production. 

Just as before the war, when the govern- 
ment was surveying peace-time plants to learn 
how they could be adapted to war work, so 
now TVA is conducting experiments to learn 
how plants erected for manufacture of war 
goods can be adjusted to a peace-time econo- 
my, the Interstate Commerce Committee was 
told by John P. Ferris, TVA commerce de- 
partment director. 
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He said TVA also was making surveys of 
the possible development of natural resources 
in the hope that new industries can be estab- 
lished at the sources of raw material supplies, 
especially in TVA area states. : 

Called to testify before the committee, 
which is studying legislation to place private 
rate-fixing bureaus under Interstate Com- 
merce Commission supervision, Ferris said he 
felt that present rail freight rates in the South 
and West must be adjusted downward before 
manufacturers of high-grade materials move 
their plants into those areas. 

Ferris said nation-wide surveys have shown 
that the standards of living are closely related 
to industrial development, and that it is a lack 
of industrial development which accounts for 
the lower standards of living in the South and 
West than in the highly industrialized East. 


Senator Warns REA 


EA Administrator Harry Slattery was 
given a warning by Senator Clyde M. 
Reed, Kansas Republican, that REA would 
forfeit senatorial support if it continued to 
digress from its primary objective of bring- 
ing power to the farms in an effort to secure 
industrial load. Senator Reed’s specific criti- 
cism was aimed at the expenditure of $3,900,- 
000 for the construction of the 197-mile trans- 
mission line to the Lake Catherine aluminum 
plant in Arkansas. 


The charges were made during the hearings 
before the Senate Appropriations Committee 
on the recently approved Agriculture appro- 
priation bill. 

Slattery answered to the effect that REA 
had built the line at the request of the De- 
fense Plant Corporation and the War Produc- 
tion Board. 

But Senator Reed thereupon replied that “no- 
body, not even the President of the United 
States, has the right to ask you to violate the 
law and divert funds from the purpose for 
which Congress appropriated them to some 
entirely foreign purpose.” 

Testimony by several REA witnesses that a 
number of cooperatives in that locality had 
sought the establishment of a line prior to 
location of the Lake Catherine line was dis- 
counted by Senator Reed because of admis- 
sions that the Lake Catherine line was built 
with more capacity than would have been 
necessary if it were intended solely for local 
service. 

Reed also condemned the “self-glorification” 
of REA’s annual report and reiterated his 
criticism against REA’s departure from its 
true statutory purpose in order to compete 
with private utility companies in obtaining in- 
dustrial loads for war plants. The question of 
public and private ownership, he said, was a 
serious policy question to be decided by Con- 
gress and not by unauthorized activity of ad- 
ministrative agencies. 


R 
Alabama 


Unions Back TVA Plea 


| bree: of the Congress for Industrial Or- 
ganizations have joined hands with John 
L. Busby, AFL attorney, to assure TVA power 
for Fairfield, it was announced recently by 
Carey E. Haigler, assistant to Noel R. Beddow, 
regional director for the CIO 

The CIO’s action came at a special meeting 
on June 13th at Fairfield, Mr. Haigler said, 
and included presidents and field representa- 
tives of CIO unions in the Fairfield, Ensley, 
and Bessemer areas. 

Haigler reported that Busby had received 
from the TVA information as to how Fairfield 


could go about obtaining power from the au- 
thority. 

Haigler told the meeting it was his under- 
standing that Fairfield already has voted for 
TVA power and that all remaining to be done 
would be to get Bessemer and Tarrant to as- 
sign Fairfield sufficient power for its needs and 
then move to condemn the property of the 
Birmingham Electric Company under the 
Booth law if that company declined to sell its 
system at Fairfield at a fair evaluation. 

It was then voted to appoint a committee 
to codperate with the AFL in conferring with 
the mayors of Fairfield, Bessemer, and Tar- 
rant City. 


Arkansas 


FWA to Market Power 


pom produced by the Norfolk project in 
Arkansas will be marketed in codrdina- 
tion with the production of the Pensacola proj- 
ect in Oklahoma, Major General Philip B. 
Fleming, Federal Works Administrator, an- 
nounced on June 21st. 

The announcement followed issuance by the 


President of an executive order directing the 
Federal Works Administrator to take over 
marketing of the power of the Norfolk project, 
now nearing completion on the North Fork 
river of the White river basin in Arkansas 
and Missouri. 

Maintenance and operation of the Norfolk 
project will remain under the jurisdiction of 
the U. S. Corps of Engineers. 
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With an initial installation of 30,000 kilo- 
watts, the Norfolk project is scheduled to com- 
mence operation in December. Due to a 
scarcity of copper and other critical materials 
the energy must be transmitted and distributed, 
during the war, over existing lines of other 
utility systems. 


Utility Sale Authorized 


’ } ‘HE Arkansas Louisiana Gas Company of 
Shreveport, Louisiana, was authorized to 


buy the Consumers Gas Company of Hot 
Springs for $800,000 by the Arkansas Depart- 
ment of Public Utilities following a short 
hearing last month. Officials of the purchas- 
ing company said at least sixty days would 
be necessary to complete the dea 

The Arkansas Louisiana Company, one of 
the largest distributors of natural gas in the 
Southwest, will take over $424,000 in outstand- 
ing bonds from the Consumers Company and 
$200,000 in common stock from the Central 
Arkansas Public Service, a holding company, 


California 


Power Vote 


HE special election of voters to approve the 

proposed sale by California Electric Power 
Company of its property in the Imperial val- 
ley to the Imperial Irrigation District will be 
held on July 16th, it was learned recently. 

Last month the California legislature passed 
a bill defining the boundaries of the district 
for the purpose of holding the election. 

The deal, which involves payment of $5,000,- 
000 by the district for the property, including 
all of the company’s facilities in the area, is 
designed to terminate an unsatisfactory com- 
petitive situation. The company and the irri- 
gation district each sell about 50 per cent of 
the power in the area. They have parallel 
lines and other duplicated facilities. 


Hetch Hetchy Order Extended 


AN Francisco on June 14th won and lost 
S in Federal court appearances as part of the 
long-drawn-out Hetch Hetchy litigation. Fed- 
eral Judge Michael J. Roche in San Francisco 
extended for another year suspension of the 
Hetch Hetchy injunction and thereby guaran- 
teed for at least another twelve months the 
city’s $2,000,000 a month income from its pow- 
er project. 

In Washington the United States Supreme 
Court refused to review a decision in a water 


right suit against the city. The ruling meant 
the city will have to prove that any future de- 
velopment of the Hetch Hetchy project is more 
beneficial than projects proposed by the water 
right owners. 

Judge Roche extended the effective date of 
the Hetch Hetchy injunction, which prevents 
the city from selling any of the Hetch Hetchy 
power to the Pacific Gas and Electric Com- 
pany, at the request of City Attorney John J. 
O’Toole and United States District Attorney 
Frank J. Hennessy. 

They told the judge that the city eventually 
will sell all its Hetch Hetchy power to the 
newly constructed aluminum reduction plant 
of the Aluminum Corporation of America at 
Riverbank, California. The sale would con- 
form with terms of the Raker Act. 

The plant now is purchasing some Hetch 
Hetchy power. The final reduction units are 
expected to be completed by October 15th, 
when the entire Hetch Hetchy output will be 
used by the plant. The PG&E then will supply 
San Francisco’s full electrical needs through 
its regular generating facilities. 

The suit over riparian rights on the Tuo- 
lumne river was filed originally in state courts 
by a group of landowners headed by Daniel 
Williams, former state senator from Merced. 
They sought to restrain the city from diverting 
the water of the river in connection with the 
Hetch Hetchy power project. 


Colorado 


New Utility Set-up Authorized 


HE state public utilities commission recent- 
ly authorized transfer of public conven- 
ience and necessity certificates of the Western 
Colorado Power Company to the Utah Power 
& Light Company, dependent upon approval 
of the Securities and Exchange Commission 
and compliance with other requirements. 
Based on evidence presented at a hearing 
May 11th, the state commission listed four 
major benefits it said would result from the 
transfer: 
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1. The vesting of ownership of all properties 
in one corporation with one corporate operat- 
ing structure instead of three. 

2. The Utah Company will cease to be a 
“holding company.” 

3. The number of reports to be prepared and 
filed with various state and Federal agencies 
will be reduced. 

4. Savings estimated at $15,000,000 annually 
will be effected by operating as one unit in- 
stead of three. 

The commission said lower rates are antici- 
pated through the proposed plan. 
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In commenting on the order, the commission 
said it would not lose jurisdiction over rate 
making, and the plan would not interfere with 
the determination of just and reasonable rates 
to be paid by consumers. 

A proposal of rural electrification interests 


to take over the Colorado power properties 

“never advanced beyond the nebulous stage,” 

the commission commented in explaining its 

rejection of the idea advanced at the hearing 

La tein S. Mitchell, an executive of the 
cA. 


District of Columbia 


Fare Review Ordered 


NVESTIGATION of the reasonableness of the 
fares of the Capital Transit Company, 
coupled with a valuation of the concern for 
rate-making purposes, was ordered last month 
by the District of Columbia Public Utilities 
Commission in response to nine communica- 
tions received from various organizations. 
The investigation was ordered by unanimous 
vote of the commission members, and appar- 
ently placed on the commission’s staff the task 
of a full investigation of the war-time con- 
ditions of revenues, expenses, valuation, and 
fares of the transit company. 


Under the District PUC code, the commis- 
sion may employ extra engineers, accountants, 
or financial analysts under an assessment 
against the affected utility company. 

The investigation is to be a fourfold affair, 
to determine the following: 

The present fair value for rate-making pur- 
poses of the property of the company used and 
useful in the public service. 

The proper annual charge to be made for 
depreciation. 

The fair rate of return (to be allowed the 
company). 

Reasonable, just, 
rates. 


and nondiscriminatory 


Illinois 


RFC Offers to Aid Transit 
Merger 


A LETTER in which Secretary of Commerce 
Jesse H. Jones announced the willingness 
of the Reconstruction Finance Corporation to 
“consider” lending the city of Chicago more 
than $43,000,000 to help put through traction 
unification was made public last month by 
Mayor Kelly. 

This proposal was accompanied by a set of 
conditions which staff members of the Illinois 
Commerce Commission regarded as extremely 
generous to senior security holders of the 
surface and elevated lines. The commission 


on May 3rd turned down a unification plan 
which had the support of the city and the 
Federal District Court. 

Among the Jones recommendations on how 
the deal must be handled were: 

1. Senior mortgage holders of the surface 
lines would accept a total of $39,860,320 for 
half their holdings and the same amount of 
— mortgage 4 per cent bonds for the other 

alf. 

2. Senior investors of the L system would 
accept $3,501,145 for half their holdings and 
the same amount in income bonds. 

3. An additional loan would be considered 
if the Chicago Motor Coach Company was 
put into the unity program. 


Indiana 


Court Upholds Sale 


A the decision of Judge Robert C. 
Baltzell in Federal court in Indianapolis, 
the district court of appeals in Chicago recent- 
ly upheld validity of the sale agreement last 
year whereby the city took over property of 
the old Indianapolis Gas Company and com- 
pleted municipal ownership of the gas and 
coke utility. 

In a ruling announced on June 11th, the 


court held the procedure of sale conformed 
with provisions of the mortgage that secured 
the bonds, that all bondholders are subject to 
the sale agreement approved by the majority, 
and that minority bondholders objecting to 
the sale are not entitled to recover interest 
or damages. 

As a result of the decision it was expected 
that liquidation of the old Indianapolis Gas 
Company would be completed as quickly as 
possible. 
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Kansas 


Penalty Charges Cut 


og stnooy in penalty charges by some 50 
Kansas gas and electric companies will 
result in a saving of $20,000 a year to patrons, 
according to a recent announcement by the 
state corporation commission. Most of the 
penalty charges were on a 10 per cent basis 
and have been reduced to an average of less 
than 5 per cent. 

The penalty charges were enforced against 
delinquent patrons. In some instances, Wayne 


Limbocker, chief engineer for the commission, 
explained, the charges were as high as 20 per 
cent. 

The public utility companies urged that the 
penalty charges were necessary to cover col- 
lection costs. 

The order does not affect charges of the 
Kansas Power & Light Company and the Gas 
Service Company, of Topeka, officials ex- 
plained, stating that their charges were below 
the 5 per cent set by the state corporation com- 
mission. 


Kentucky 


Council OK’s Utility Deal 


HE Frankfort city council unanimously 

gave its final approval on June 10th to 
purchase of the ep s electric light and water 
systems for $1,200,0 

The action followed “Mayor T. C. Coleman’s 
prediction that the systems, almost purchased 
by two private syndicates during the last eight- 
een months of rate squabbles, would be ac- 
quired finally by the city within thirty or 
forty days. 

The mayor said that Associated Electric 
Company of New York, whose subsidiary, the 
Tri-City Utilities Company, operates the 
plants, already has signed a sales contract. 

A test suit was planned to assure valida- 
tion of the deal. 

Mayor Coleman said one of the first things 
the city would do under municipal operation 
would be to put into effect a 22.3 per cent elec- 


tric rate cut ordered last year by the state pub- 
lic service commission, retroactive to last De- 
cember Ist. 


Gas Rate Rise Denied 


Ts state public service commission has de- 
nied a petition of the Western Kentucky 
Gas Company for a system-wide gas rate in- 
crease of 7.6 per cent in 26 western Kentucky 
communities, T. B. McGregor, a commission 
member, announced on June 20th. 

McGregor said the denial was based on 
President Roosevelt’s “hold the line” price re- 
quest rather than on the merits of the case, and 
added that OPA counsel at Washington had 
asked for the denial. 

The principal towns affected by the ruling 
were Madisonville, Greenville, Princeton, 
Franklin, Munfordville, Cloverport, Hawes- 
ville, Sebree, and Auburn. 


Louisiana 


Court Holds Up Rate Cut 


EDUCTIONS in the gas rates at the city gate 
Ri New Orleans and in a number of other 
cities which were scheduled to go into effect 
on June 15th will be held up until the fifth 
United States Circuit Court of Appeals reviews 
the order of the Federal Power Commission 
directing the cuts. 

The stay order sought by Interstate Natu- 
ral Gas Company, Inc., was signed on June 
14th by Judge Edwin R. Holmes after a con- 
ference with half a score of attorneys repre- 
senting interested groups. 

Sums equal to the amount of the reduction 
will be paid into the registry of the court each 
month, under terms of the order. This fund 
will be kept until the final outcome of the case 
and will be distributed under orders of the 
court. The total of the ordered reductions 
is $1,095,000, of which about $500,000 applies 
to the New Orleans area. 
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In asking that the funds be held in the reg- 
istry of the court during the litigation, Edward 
H. Lange, of Washington, principal attorney 
for the FPC, said that the commission is 
anxious for every dollar of the reduction to 
go to the ultimate consumer of gas and that 
the costs be reduced to a minimum. He said 
that he sought to have the funds placed in the 
registry of the court because this method 
would be less costly than that of appointing 
a trustee. 

Mr. Lange said that the Interstate Company 
sells gas to companies supplying Memphis, 
Tennessee, and St. Louis, Missouri, among 
other places. Certain Mississippi and Louisi- 
ana cities, including Baton Rouge, are supplie 
by companies whose rates were cut by the In- 
terstate about a year ago after the FPC investi- 
gated conditions. Those cities whose rates 
were cut by that earlier reduction are not af- 
fected by the present order, according to the 
FPC attorney. 


56 
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Mississippi 


Agree on Gas Sale Terms 


HE Southwestern Gas & Electric Com- 

pany, Shreveport, Louisiana, and the 
United Gas Corporation, Houston, Texas, have 
agreed upon the terms of the sale and purchase 
of the gas distribution system in Long Beach, 
Pass Christian, Gulfport, and Biloxi, officials 
of both companies announced at Biloxi last 
month. 

Biloxi and Gulfport have granted fran- 
chises to the United Gas Corporation, subject 
to ee by the citizens in elections July 
12th. 


The transfer of the property will have to 
be approved by the Securities and Exchange 
Commission. The transfer, if approved by 
the voters and SEC, will take place about Au- 
gust Ist. 

The purchase by the United Gas Corporation 
will result in new and substantially lower gas 
rates, officials said. Residential gas rates ef- 
fective in Biloxi and Gulfport are minimum 
bill $1, which includes 500 cubic feet, old and 
new rate. Under the new rate, 7.5 cents per 
hundred cubic feet next 4,000 cubic feet, and 
5.5 cents per hundred cubic feet for all ad- 
ditional. 


Missouri 


Gas Refunds Mailed 


AILING of refund checks to domestic and 
M commercial customers of the Laclede 
Gas Light Company of St. Louis, representing 
a 6 per cent gas rate reduction ordered by the 
Missouri Public Service Commission in a 1934 
case, was started on June 16th by the Central 


> 


Missouri Trust Company of Jefferson City, 
custodian of the impounded fund. 

Richard R. Nacy, vice president of the bank, 
said about 6,000 checks were mailed on June 
16th, varying in amount from 2 cents to $299. 
He said issuance and mailing of the 286,000 
refund checks would be completed in about 
ninety days, totaling about $1,497,000. 


Nebraska 


Named to Consumers Board 


HH“ J. Wisner, Scottsbluff publisher, was 
appointed on June 15th to the board of 
directors of the Consumers Public Power Dis- 
trict by Governor Griswold. The appointment 
was made in compliance with LB 248, passed 
by the last session of the state legislature, in- 
creasing the size of the board from five to 
seven members. 

Wisner will represent district No. 1, most- 
ly within the panhandle area and is composed 
of Dawes, Sheridan, Box Butte, Morrill, 
Scottsbluff, Cheyenne, Kimball, Banner, Deuel, 
Keith, Perkins, Garden, Cherry, Sioux, Grant, 


New 


Transit Workers Get Pay Raise 


W'= increases amounting to $4,200,000 a 
year for employees of the city’s unified 
transit system have been approved by the board 
of transportation, John H. Delaney, the chair- 
man, announced on June 15th at city hall, fol- 
lowing a conference with Mayor Fiorello H. 
LaGuardia. 

Of the raises, about $3,700,000 will go to em- 


Hooker, Arthur, and McPherson counties. 
This area is largely served by the western di- 
vision of Consumers and was originally 
served by the Western Public Service Com- 
pany, purchased by the district. 

Wisner will serve as a member of ‘Consum- 
ers’ board until the next general election in 
November, 1944, at which time the position 
will be filled by the voters in his district. 

Governor Griswold said that Wisner had 
been interested in public power ownership and 
was one of the leaders to get the city of Scotts- 
bluff to condemn the property of Western 
Public Service rather than permit Consumers 
to purchase it. The voters, however, declined. 


York 


ployees paid by the hour and the balance, about 
$500,000, to those paid on an annual basis. The 
increases will be effective on July Ist. Mr. De- 
laney estimated that 27,000 employees would 
benefit by the increase in hourly rates and 
5,000 by the improvement in annual salary 
scales. 

The new rates, it was disclosed, were worked 
out in consultations, substantially similar to 
collective bargaining procedure, between mem- 
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bers of the board and representatives of 
unions. 


Bus Lines Warned 


1L0 R. Maltbie, chairman of the state pub- 

lic service commission, warned bus op- 
erators last month that it was illegal for them 
to discontinue any of their routes without prior 
authorization from the commission. He indi- 
cated also that the commission, a state agency, 
would review curtailments in service made to 
comply with gasoline conservation orders of 
the Office of Defense Transportation. 

His warning was directed specifically to the 
Fifth Avenue Coach Company, the New York 
City Omnibus Company, and affiliated lines that 
dropped service on June 14th along certain 
routes in Manhattan, but it was intended to 
apply with equal force to the situation in 
Queens and in a number of upstate municipali- 
ties where routes have been abandoned in 
their entirety. 

The warning apparently did not cover the 
reduction of service on routes now operated; 
only the abandonment of routes for which the 
commission has issued certificates of conven- 
ience and necessity. 


Utility Ruling Reserved 


Ki Hens United States Circuit Court of Ap- 
peals on June 16th reserved decision on the 
appeal of the Niagara Falls Power Company 
from an order of the Federal Power Commis- 
sion directing the company to transfer $15,- 


537,943 from its fixed capital account to sur- 
plus in a dispute involving original cost of the 
company’s hydroelectric plant on the Niagara 
river. The company contended the order vio- 
lated its rights under a 50-year license is- 
sued by the commission, and also argued that 
the commission lacked jurisdiction. 


Merger Plan Rejected 


HE newly organized Eastern New York 

Power Corporation’s petition for author- 
ity to issue $27,000,000 in securities to merge 
with two other concerns was denied on June 
9th by the state public service commission. 

The other companies involved were Sys- 
tem Properties, Inc., and the Hudson River 
Power Corporation. The commission gave 
Wilmington, Delaware, as headquarters of the 
Eastern New York Corporation. Headquar- 
ters of the other two concerns were not avail- 
able. 

‘Commissioner Neal Brewster held that near- 
ly two-thirds of the company’s property 
against which the securities were to be issued 
was nonutility. Because of this, he ruled, quo- 
tation of the proposed securities would vio- 
late the Public Service Law. 

The properties involved are in northern New 
York, principally around Glens Falls, Corinth, 
and Plattsburg, and in Maine and New 
Hampshire. System Properties and Hudson 
River Power were owned by International 
Paper Company until 1931, when the latter 
segregated power units from its other hold- 
ings. 


Ohio 


Council Rejects Move 


HE Cleveland city council last month de- 
feated a resolution declaring the city’s in- 
tent to purchase the Cleveland Electric Illu- 
minating Company. The measure was turned 
down by a 19-to-13 vote. 
After the resolution had been defeated, mu- 
nicipal ownership advocates introduced a sur- 
prise motion instructing the president of the 


couricil to appoint a committee to study the 
advisability of the city acquiring and operat- 
ing the CEI and report its recommendations. 
The vote was 15 for and 14 against. 

Law Director Thomas A. Burke declared 
such a measure was legislative in effect and 
required a majority of all the council to carry. 
Council President Thomas J. Gunning then re- 
a himself and announced the motion had 
ost. 


Pennsylvania 


Utilities Allowed Top Profit 
Limit 


HE state public utility commission last 
month voted to allow utilities to earn in 
excess of the long-established 6 per cent re- 
turn on investments for duration of the war 
but warned the extra revenue must not be ex- 
pended for increased salaries and dividends. 
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Violators will face rate reductions, the com- 
mission warned. 

Chairman John Siggins, Jr., announced that 
the agency decided by a 3-to-1 vote to permit 
water, gas, electric, telephone, and transpor- 
tation companies to exceed the 6 per cent re- 
turn during the war emergency. 

Siggins pointed out the companies, under 
the “artificial economic situation” created by 
the war, are making more money than before 
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and are unable to spend a normal amount on 
maintenance and replacements because of ma- 
terial scarcities. But, he added, the companies 
will have “enormous expenses” in the postwar 
period to bring their facilities back to normal. 

Under the new policy, Siggins explained, the 
utilities will be permitted to earn a larger rate 
of return so they can be prepared for this 
postwar condition. 

Commissioner Thomas C. Buchanan, lone 
Democratic member of the agency, dissented 
from the new policy, declaring it amounts to 
“no more than a slap on the wrist of the utili- 
ties” and is “entirely against the public inter- 
est.’ 

In effect, Buchanan said, the commission’s 
statement of policy admits that it knows that 
the utilities are making more money “than they 
are entitled to” and that company officials are 
receiving “excessive salaries.” 

“Knowing these facts,” Buchanan added, 

“we ought to start immediately to pare down 
rates to forestall excessive returns.” He said 
a “break” should be given ratepayers while it 
is possible. 

The majority reasoned, however, that any 
tariff cuts now would have to be followed by 
abnormally high increases after the war so that 
the companies could recondition their plants 
and facilities. 

Siggins emphasized that the new policy will 
have no effect on pending rate cases. He Point- 
ed out, as an example, that the agency’s rate 
case against the Pennsylvania Power & Light 
Company has been under way “for many 
years” and that questions involved ‘ ‘have noth- 
ing to do with the war emergency.” 

‘The new policy ended possibility of a $1,- 
000,000 annual reduction in the Bell Telephone 
Company of Pennsylvania’s rates which was 
predicted as a result of a recent agreement be- 
tween the American Telephone and Telegraph 
Company and the FCC. 


Refuses Commission Job 


"pig og Commissioner John S. Herron has 
been offered a $10,000 job on the state 


public utility commission, it was learned in 
Pittsburgh on June 16th. Mr. Herron de- 
clined the offer, it was said, which was de- 
signed to remove him as a candidate for re- 
élection. It was understood, however, that 
Republican factionalists would renew the pro- 
posal. The minority commissioner said he 
would not accept it. 

Mr. Herron’s factional critics were reported 
seeking to sidetrack him as a candidate for a 
third term on the ground that he has been too 
much part and parcel of the Kane-Rankin 
Democratic administration. 

The vacancy on the state public utility com- 
mission was offered Mr. Herron on a recent 
visit to Pittsburgh by Governor Edward Mar- 
tin and Republican State Chairman M. Har- 
vey Taylor. At the time, it was reported, 
Mr. Herron based his refusal on a doubt that 
his appointment could be confirmed by the 
next session of the state senate. 


Bus Strike Ended 


RANSPORTATION in the Johnstown area, cov- 
ake parts of two counties and involving 
total population of almost a quarter of a mil- 
lion, returned to normal on June 16th as the 
275 bus drivers and trolley operators prepared 
to appeal a War Labor Board decision which 
precipitated their 3-day strike. 

The men agreed by an overwhelming major- 
ity at a mass meeting late June 15th to return 
to work, and busses and street cars were placed 
in service again that evening for the first time 
since the strike was called. 

The end of the strike came after the men 
heard appeals of Charles Kutz, director of 
the bureau of mediation of the state depart- 
ment of labor, and several members of the 
Johnstown War Transportation Committee 
that they return to work. 

The men walked out in protest of a WLB 
ruling reducing the amount of a wage raise 
recommended by an arbitration board and were 
informed on June 15th that no appeal from 
the WLB ruling could be considered as long 
as they were on strike. 


Texas 


Brazos Deals Aired 


HE Brazos River Conservation and Recla- 

mation District sold its power output to the 
Brazos River Transmission Electric Codpera- 
tive, Inc., at a flat $204,000 a year after it had 
turned down an offer of $306,000 from a pri- 
vate utility, Texas Electric Service Company, 
and the coéperative, in turn, resold it to the 
Texas Power & Light Company at $300,000 a 
year, according to testimony given last month 
to the state senate committee created to inves- 
tigate its affairs. 


This was the evidence given by L. Mims, 
Houston, president of the directors between 
1929 and 1941 and still.a member of the board. 
Mims voted against ratification of the con- 
tract, which was approved by a vote of 10 to 6. 

The explanation given was that the Federal 
government wanted no contract with a private 
utility but with a public agency and that tele- 
grams and oral statements to that effect were 
made by the late U. S. Senator Morris Shep- 
pard, Congressman W. R. Poage, Waco, and 
Ed Gossett, Wichita Falls. However, the co- 
Operative is now privately incorporated. 
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The Latest 
Utility Rulings 


Gas Rate Increase under Automatic Adjustment 
Clause Not Inflationary or Illegal 


PETITION by Prentiss M. Brown, Ad- 

\ ministrator of the Office of Price 
Administration, against an increase in 
charges of the Milwaukee Gas Light 
Company for gas used for space-heating 
purposes, pursuant to an automatic ad- 
justment clause, was dismissed by the 
Wisconsin commission. The petition re- 
quested, in the alternative, that the com- 
mission (1) require the company to con- 
tinue rates which were in effect on 
September 15, 1942, (2) institute an in- 
vestigation as to the reasonableness of the 
rates, or (3) accept the petition as a com- 
plaint against “the proposed rates or 
charges” and hear the same. 

As to the first alternative, the commis- 
sion was of the opinion that it would 
have no authority to compel the company 
to charge other than its filed rates except 
after hearing and formal order based on 
proper findings. As to the second alter- 
native, the commission preferred to pro- 
ceed upon petition rather than by in- 
vestigation instituted on its own motion. 
The commission, therefore, concluded 
that the third alternative would provide 
the most orderly manner of considering 
the matter. 

The fuel clause had been in effect since 
1935. It had been adopted in order to 
meet the cost of competitive fuels, main- 
ly No. 3 fuel oil. The rate for gas 
used in excess of 10,000 cubic feet per 
month had been reduced from 55 cents 
per thousand cubic feet to 40 cents, with 
an estimated saving to space-heating 
users of about $34,000 per year. The oil 
adjustment clause provided for a sched- 
ule of price relations between the rate 
ig gas and the price of the No. 3 fuel 
oil. 

The alleged increase in rates was not 
JULY 8, 1943 


the result of an affirmative act by the com- 
pany in 1942 or 1943, but was the result 
of the application of the automatic ad- 
justment clause. The company had no 
alternative but to vary its price for gas 
in accordance with the schedule. It had 
given notice that as of March 1, 1943, the 
price of gas furnished in excess of 10,000 
cubic feet for space heating would be 
changed from 43 cents per thousand 
cubic feet to 45 cents in compliance with 
its filed and approved schedule. 

The commission did not find it neces- 
sary to act upon the company’s motion 
to dismiss on the ground that OPA was 
without authority from Congress to ap- 
pear before the commission and seek a 
rate reduction, although it was said to be 
the commission’s understanding that 
OPA had been given no authority to 
petition for or interest itself in a proceed- 
ing to decrease rates. In the absence of 
that authority, the commission was of the 
opinion that the congressional intent was 
to leave this for the regulatory agencies. 

OPA contended that the filed rate was 
unlawful and unreasonable on two 
grounds: (1) that it was inflationary; 
and (2) that it would afford the company 
an excessive rate of return. Figures were 
presented to show the rate of return on 
1942 income applying the 1939 Federal 
taxes, as compared with the rate of re- 
turn after applying the 1942 taxes. This 
evidence was said to be insufficient to 
warrant a finding that the increased cost 
tended towards inflation. 

As to the contention that the rate 
would afford the company an excessive 
return, the commission found that on 
book value the return for 1942 was 5.68 
per cent. The increased charges would 
increase return by less than five-hun- 
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THE LATEST UTILITY RULINGS 


dredths of 1 per cent. The commission 
did not find that this was excessive. The 
commission said: 


While it may be asserted that the mere in- 
crease of any price is inflationary, it is note- 
worthy that the proximate cause of the ad- 
justment here under consideration was the 
increase in the price of No. 3 fuel oil made 
on December 29, 1942, either with the con- 
sent or approval of the Office of Price Ad- 
ministration, and that such increase of .3 cent 
per gallon will add millions of dollars to the 
nation’s fuel bill. Thus, it must be concluded 
that other considerations may outweigh the 
potential inflation involved in price increases. 
The mere fact alone that the price of space- 
heating gas has been increased is not suffi- 
cient to justify this commission in conclud- 
ing that the increase was contrary to the 


e 


Emergency Price Control Act, or otherwise 
unlawful. 


Although disposing of the petition in 
this manner, the commission stated that it 
would order an investigation of the rate 
schedules of all gas companies which con- 
tain automatic adjustment fuel clauses 
based on the cost of competing fuels, as 
it was evident that the conditions which 
such clauses were initially designed to 
meet had been changed materially within 
recent months. Competition between oil 
and gas space-heating devices was said 
to be practically nonexistent at the 
present time. Brown v. Milwaukee Gas 
Light Co. (2-U-1887). 


Station-to-station Principle of Cost Allocation 
Approved by California Commission 


. California commission, in an in- 
vestigation on its own motion with 
reference to a determination of the basis 
and method of separating telephone 
property, revenues, and expenses, held 
that the station-to-station principle of 
cost allocation is just and reasonable and 
should be adopted. The commission 
ordered that telephone companies pro- 
vide for the filing of tariffs consistent 
with this finding. The proceeding was 
held open, however, for further con- 
sideration of methods and their applica- 
tion. The commission reviewed investiga- 
tions by the Federal Communications 
Commission and the state commission re- 
lating to this question and noted that the 
question of the adoption of either the 
station-to-station or board-to-board prin- 
ciple was under submission and awaiting 
decision by the Federal commission in 
Docket No. 6328. 

After submission of that docket, how- 
ever, the Federal commission, it was 
pointed out, entered a formal order of 
investigation of interstate toll rates, 
Docket No. 6468. In connection with an 
agreed settlement of the latter proceed- 
ings the American Telephone and Tele- 
graph Company had voluntarily refiled 
its interstate rates on the station-to-sta- 
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tion basis, effective as of February 1, 
1943. Effective the same date, the Pacific 
Telephone & Telegraph Company like- 
wise refiled its interstate tariffs to include 
the station-to-station definition. 

Continuance of the board-to-board 
basis was urged by counsel for Cali- 
fornia companies. Counsel presented no 
evidence, however, to support this view, 
but stated that the respondent Bell sys- 
tem companies would offer no formal ob- 
jection if the commission should adopt 
the station-to-station basis. The commis- 
sion said in part: 

As is well known in the actual fixing of 
rates, other elements than cost of operation 
are considered. To the extent that costs of 
operation enter into the rate-making prob- 
lem there should be one uniform and sound 
method for ascertaining what such costs are 
and that method should be, if possible, 
adopted and used on a nation-wide basis. The 
application of such uniform principle and 
method will result in the preparation of a 
statement of the plant, revenue, and expense 
applicable to both interstate and intrastate 
operations of the Bell system network and 
thereby provide the necessary information 
for the Federal and state commissions on a 
sound and consistent basis. 7 

It is apparent that it would now be highly 
unjust to the public to adopt the board-to- 
board theory for intrastate rate fixing, since 
interstate rates are now actually filed with 
the Federal Communications Commission 
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on a station-to-station basis. If such a course 
were taken, the public would pay twice for 
the pro rata of exchange plant and expense 
assignable to interstate toll service on the 
station-to-station basis. Moreover, the record 
shows that while some uncertainty exists, 
California rates in the past generally have 
reflected the station-to-station principle, and 
the inadequacies of the board-to-board basis 
have been pointed out by this commission. 
The Los Angeles exchange rates in 1936 were 
definitely fixed on a station-to-station basis. 


e 


Clearly from the very first decision, when 
the commission had jurisdiction only Over 
toll rates, it has been careful to insure that 
the exchange was adequately compensated. 
We conclude that changes in the tariffs 
should be made whereby to resolve all un- 
certainties, if any, that may now exist. 


Re Pacific Telephone & Telegraph 
Co. et al. (Case No. 4674, Decision No. 
36324). 


Discontinuance of Free Interexchange Telephone 
Service Authorized 


HE Mosel & Centerville Telephone 

Company was authorized and di- 
rected by the Wisconsin commission to 
discontinue the practice of providing 
free interexchange service from its Mo- 
sel exchange to the Sheboygan exchange 
of the Wisconsin Telephone Company 
and to file message rates. Messages are to 
be limited to five minutes and the rate is 
to be 5 cents per message. The commis- 
sion disapproved a 10-cent rate. 

Since its organization the company 
had given its subscribers the privilege of 
calling subscribers on the Sheboygan ex- 
change without a toll charge. The Wis- 
consin Telephone Company was com- 
pensated for the use of its facilities and 
handled these messages by the payment 
of a flat sum of 15 cents per month per 
station. This amounted to $1,370 in 1942. 
The effect of establishing a toll rate 
would be to add an annual lease payment 
of $475 under an agreement between the 


e 


companies for use of facilities and would 
relieve the company of the $1,370 annual 
switching charge. 

The volume of traffic was said to be 
so great that existing facilities were seri- 
ously overloaded. One message in four, 
on the average, was not completed be- 
cause the circuits were in use at the time 
a call was attempted. This ratio, it was 
said, was probably higher at the peak 
hour. Many complaints of poor service 
had been received. On an average only 
24 per cent of the subscribers use the 
free toll service. The company was pre- 
vented from obtaining additional facili- 
ties because of war-time priority restric- 
tions. In addition, present earnings were 
such that prudent management would 
recommend the establishment of a toll 
rate, but the amount of revenue that 
would be derived was conjectural. Re 
Mosel & Centerville Telephone Co. (2- 
U-1889). 


Acquisition of Real Estate at Market Value 
From Parent Not a Write-up Transaction 


bem District of Columbia commis- 
sion (Commissioner Hankin dis- 
senting) approved the accounting treat- 
ment by the Potomac Electric Power 
Company of the purchase of land and a 
street-car barn from its parent, Washing- 
ton Railway & Electric Company, at 
market value instead of cost to the 
parent. 
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The particular question involved was 
whether or not this transaction consti- 
tuted a write-up of electric plant of the 
Potomac Electric Power Company with- 
in the meaning of the text of Account 
107, Electric Plant Adjustments, or an 
acquisition adjustment within the mean- 
ing of the text of Account 100.5, Electric 
Plant Acquisition Adjustments. The 





vould 
nnual 


to be 
 Seri- 
four, 
d be- 
- time 
t was 
peak 
rvice 
only 
e the 
3 pre- 
Facili- 
stric- 
were 
vould 
a toll 
- that 
. Re 
». (2- 


THE LATEST UTILITY RULINGS 


commission said in part as follows: 


Prior to its purchase by the Potomac Elec- 
tric Power Company the land and building 
in question was used as a street-car barn by 
the Washington Railway & Electric Com- 
pany and was not, therefore, devoted to elec- 
tric utility service, although it was used in 
public service. It definitely did not consti- 
tute an operating unit or system in so far as 
electric plant is concerned. We are therefcre 
of the opinion that this transaction is not 
one that should have resulted in a charge to 
Account 100.5—Electric Plant Acquisition 
Adjustments. This decision then leaves the 
question of whether or not this transaction 
merely because of the intercompany profit 
involved constitutes a write-up. 

We are thoroughly in accord with the 
principle that write-ups have no place in 
utility plant account. We further recognize 
that an intercompany transaction is immedi- 
ately open to question whenever value is 
substituted for cost and that it is often a 
vehicle for an unjustified increase in assets. 
On the other hand, however, where minority 
stockholders are involved an intercompany 
transaction at cost rather than value would 


e 


adversely or beneficially affect such stock- 

olders without justification, and in such 
cases we believe that it is essential to use 
value rather than cost in equity to minority 
stockholders. The question of minority 
stockholders is not involved in the transac- 
tion under consideration, but the interest of 
the holders of the Anacostia & Potomac 
River Railroad Company’s bonds is definite- 
ly a factor, and possibly the controlling fac- 
tor, in the substitution of present-day value 
for cost in this transaction. Obviously, the 
trustee of the mortgage would have been 
derelict in his duty had he accepted a lesser 
amount of cash than the present value of the 
mortgaged property sold. 

After consideration of all the facts and 
circumstances involved in this transaction, 
we conclude that the intercompany relation- 
ship was not a controlling factor in the deter- 
mination of the price paid and that the pur- 
chase of the property in question was equiva- 
lent to an arm’s-length transaction between 
two unaffiliated companies. 


Re Potomac Electric Power Co. (Formal 
Case No. 333, Order No. 2563). 


Compromise Agreement on Reparations 
Receives Approval 


ees Pennsylvania commission ap- 
proved a stipulation under which 
Edison Light & Power Company would 
pay an additional $30,000 to its consum- 
ers in complete settlement and satisfac- 
tion of all reparations—to be distributed 
on the same basis and, if practica- 
ble, at the same time as a $28,000 pay- 
ment previously ordered by the commis- 
sion for an earlier period. The company 
denied liability for reparations in addi- 
tion to those already awarded by the com- 
mission but agreed to make this payment 
in order to terminate the proceedings. 

The commission observed that as a 
result of the rate orders consumers were 
paying the lowest rates for electric serv- 
ice in Pennsylvania and they had already 
received substantial reparation awards. 
For these reasons it found the stipulation 
acceptable in so far as it affected the pro- 
ceedings. 

A dividend case, however, had been in- 
stituted by the commission, and it was 
said that no agreement between the par- 
ties to another proceeding could either 


bind the commission to terminate that 
case or prevent it from doing so. A part 
of the stipulation dealing with the divi- 
dend proceeding was said to be meaning- 
less. The commission, however, upon its 
own initiative, and for the reason that 
restriction upon dividend declarations 
was no longer required, decided to ter- 
minate that case in a separate but concur- 
rent order. 

Commissioner Buchanan, in a dis- 
senting opinion, referred to the decision 
in Cheltenham & Abington Sewerage Co. 
v. Public Utility Commission (1942) 
344 Pa 366, 43 PUR(NS) 477,25 A(2d) 
334, construing the applicable state 
law. He declared that the supreme court 
in that decision practically rewrote parts 
of the act. 

He agreed that under that decision a 
compromise figure of $30,000 probably 
represented more of a return to rate- 
payers than they could possibly get if 
hearings were held on the complaint. 
Nevertheless, if the opinion of the com- 
mission’s law bureau were accepted, a 
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sum fifty times greater might be re- 
covered. It was his “inclination to gamble 
with that $30,000 for a greater return of 
the excess payments” on the chance that 


thereby “equal justice” might be ob- 


tained for the consumers. Ramsey et al. 
v. Edison Light & Power Co. (Com- 
plaint Docket No. 11576). 


7 


Arrangement for Exchange of Gas with 
Afhliate Not Subject to Commission Approval 


HE Pennsylvania commission dis- 

missed an application of the Manu- 
facturers Light & Heat Company for 
approval of a contract with the affiliated 
Atlantic Seaboard Corporation for the 
exchange of gas. Approval was sought 
under § 702 of the Public Utility Law. 
The commission said: 

In Bell Teleph. Co. v. Driscoll (1941) 
343 Pa 109, 40 PUR(NS) 375, 21 A(2d) 
912, the Pennsylvania Supreme Court held 
that § 702 of the Public Utility Law as 
amended is unconstitutional. The substitute 


section of the Public Service Company Law 
of 1913 is Article III, § 11(b). However, the 
instant agreement does not fall within any 
of the provisions of that section and accord- 
ingly our approval is not required. 

The contract, being for the interchange of 
service, falls within the provisions of § 2, 
paragraph (22) of the Public Utility Law 

and, therefore, must be filed as a tariff by 
the Manufacturers Light & Heat Com- 
pany in accordance with the provisions of 
§ 302 of the Public Utility Law. 


Re Manufacturers Light & Heat Co. 
(Application Docket No. 60696). 


Pedestrian Transportation System Not a Public Utility 


HE business of transporting proper- 

ty by messenger on foot is not a 
public utility business within the mean- 
ing of the Pennsylvania statute, accord- 
ing to a ruling of the state commission. 
For this reason the commission dismissed 
an application by an individual for a 
certificate of public convenience authoriz- 
ing him to transport as a common carrier 
optical goods and supplies from whole- 
sale opticians, optical laboratories, and 
manufacturers of optical goods and sup- 
plies in the Philadelphia area to opti- 
cians, oculists, optometrists, medical doc- 
tors, and hospitals, and vice versa. 

The definition of “public utility” un- 
der the Pennsylvania statute includes 
persons owning or operating equipment 
or facilities for transporting passengers 
or property as a common carrier. There 
was said to be no doubt that the appli- 
cant was an individual entitled to make 
application; that the proposed service 
was that of common carriage; and that, 


as a consequence, all the matters and 
things respecting “service” as defined by 
the statute and “transportation of prop- 
erty” would instantly attach thereto. One 
element, however, was said to be lacking. 
As stated by the commission: 


Applicant does not, nor does he propose 
to own or operate equipment or facilities for 
the transportation of property. The language 
used in defining the term “public utility” 
we think is clear. It does not mean that ap- 
plicant must merely own some sort of equip- 
ment or facilities: Quite to the contrary, it 
means that the equipment or facilities are 
owned or operated for the very purpose of 
transporting either persons or property. Af- 
ter a careful review of the entire Public 
Utility Law and with the clear language of 
the definition of a “public utility” in mind, we 
are constrained to hold that the definition of 
the word “facilities,” § 2(10) of the Public 
Utility Law, which contains the word 
“Equipment,” includes or was ever intended 
to include the means of transportation pro- 
posed to be used by applicant. 


Re McCord (Application No. 60146, 
Folder 2). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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WRIGHT & F. COUNTY TEL. CO. v. FRANKLIN RURAL E. CO-OP. 


IOWA STATE COMMERCE COMMISSION 


Wright and Franklin County Telephone 
Company 


Franklin Rural Piseeie Cooperative 


[Docket No. E-5259.] 


lectricity, § 8 — Inductive interference — Grounded telephone line — Cost of 


metallic circuits. 


A rural electric codperative is not required to bear any portion of the costs 
of changing the ground return telephone circuits of a telephone company 
to metallic telephone circuits so as to avoid electrical interference with a 
rural telephone line built before electric transmission lines were construct- 
ed, if the transmission lines have been built according to approved specifi- 
cations and there has been no negligence either in construction or operation. 


[May 4, 1943.] 


Cc. by telephone company against inductive inter- 
ference caused by transmission lines of rural electric co- 
Operatives; dismissed. 


APPEARANCES: E. C. Ford, Man- 
ger, Dows, and C. C. Deering, Sec- 
etary, Iowa Independent Telephone 
ssociation, Des Moines, for the 
tight and Franklin County Tele- 
hone Company, Dows; Wisdom & 
isdom, Attorneys, Des Moines, by 
arl F. Wisdom, and *?James Coon- 
ty, Attorney, Hampton, for the 
ranklin Rural Electric Cooperative 
special appearance); Ray Ingham, 
peneral Superintendent, Cedar Rapids, 
nd John Drabelle, Electrical Engi- 
eer, Cedar Rapids, for the Central 
states Electric Company; Wisdom & 
isdom, Attorneys, Des Moines, by 
arl F, Wisdom, for the Iowa Rural 
lectric  Codperative Association 
special appearance). 





1 Appearance entered but not present. 
[13] 
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By the Commission: This matter 
comes before the Commission upon 
the complaint of the Wright and 
Franklin County Telephone Com- 
pany v. Franklin Rural Electric 
Coéperative complaining. of alleged 
inductive interference in its ground 
return telephone circuits on account 
of inductive exposures ‘with the trans- 
mission lines of the cooperative. 

The Wright and Franklin County 
Telephone Company is a small stock 
company with offices and principal 
place of business in Dows, Iowa. It 
operates rural telephone lines with 
the circuits operating as ground re- 
turn, one wire type. The telephone 
lines were built about thirty-five 
years ago and at various times since 
have been repaired or rebuilt. The 
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transmission lines of the Franklin 
Rural Electric Codperative were erect- 
ed in 1941 under franchise rights 
granted by this Commission and the 
lines were energized in December, 
1941. The transmission lines operate 
at 7,200 volts, single-phase, wye con- 
nected, neutral multigrounded. 

The lines of the telephone com- 
pany and the cooperative are separat- 
ed by the width of the highway. The 
complaint is based upon the claim that 
the operation of the power circuits 
cause inductive interference in the 
ground return telephone circuits 
which causes noise in the telephone 
receiver, resulting in the telephone 
circuits being noncommercial for tele- 
phone use. 

The telephone circuits involved in 
this complaint are what is known as 
ground return telephone circuits and 
are so connected that each circuit uses 
one wire for one-half of the circuit 
and the earth for the other half of 
the circuit. The transmission lines 
operate as full metallic circuits with 
one wire, or the neutral, being con- 
nected to earth at least four times in 
each and every mile of line in accord- 
ance with the construction rules of 
this Commission. 

It is the contention of the tele- 
phone company that because its lines 
were first built, the codperative is re- 
quired to pay the cost of material for 
changing the ground return telephone 
circuits into metallic circuits to pre- 
vent electrical interference of which 
complaint is made. The codperative 
contends that it is not required to bear 
any portion of the expense of convert- 
ing the ground return telephone cir- 
cuits into a modern system by the use 
of metallic circuits. This matter was 
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set down for hearing before the Con 
mission, legal notices were given an 
the parties appeared before the Con 
mission in its office at Des Moing 
Iowa, on February 23, 1943, at whid 
time testimony was taken, oral argy 
ments heard, and the hearing co 
pleted. The parties were given ting 
to file briefs in support of their 14 
spective contentions. The cooperatiy 
filed its brief on March 15, 19% 
The telephone company has elect 
not to file any brief. 

In recent years, this question kz 
been before the supreme court in sej 
eral states but has never been befo 
the supreme court in the state of low 
The decisions of the supreme court 
all of the states, as far as we ha 
been able to learn, have uniform 
held that the electric company is ni 
liable for the expense of making t 
ground return circuits into metal 
circuits to eliminate substantial noi 
induction so that commercial tei 
phone service can be had. This! 
based on the assumption that th 
transmission lines were built accord 
ing to approved specifications am 
were operating without serious fal 
existing in the transmission circut 
This decision has always been ma 
in the states where the statute do 
not require the electric company | 
pay the cost of making ground retu 
telephone circuits into metallic « 
cuits to eliminate noise induction d 
to inductive exposures. 

The Commission finds that 
transmission lines of the codperatif 
have been built according to approve 
specifications and that there has be 
no negligence either in construct 
or operation of the transmission liné 

Following the rules established ! 
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he courts where the question has been as to avoid electrical interference of 
aised the Commission finds that the which the complaint is made. 
~ Meranklin Rural Electric Cooperative The complaint, therefore, is hereby 
“MBs not required to bear any portion of dismissed. 
he costs of changing the ground re- Any rules heretofore adopted by 
urn telephone circuits of the Wright this Commission which are in conflict 
feed Franklin County Telephone Com-_ with this decision and order are here- 
Hany to metallic telephone circuits so by repealed. 





UNITED STATES CIRCUIT COURT OF APPEALS, 
SEVENTH CIRCUIT 


City National Bank & Trust Company 
of Chicago 


Vv. 


Securities and Exchange Commission et al. 


[No. 8106.] 
(134 F(2d) 65.) 


orporations, § 15 — Dissolution — Voluntary or involuntary — Force of Hold- 
ing Company Act. 

1. A determination by the Commission that the dissolution of a holding 
company was the result of a compulsory liquidation by congressional man- 
date rather than the voluntary act of the corporation was justified in view 
of a finding by the Commission that its continued existence was in violation 
of the Holding Company Act and that liquidation and dissolution were 
necessary to comply therewith, followed by an order that the corporation 
be liquidated and its existence terminated, notwithstanding unsuccessful 
efforts prior to such order, but after enactment of the Holding Company 
Act, to dissolve and liquidate under state law, p. 198. 


orporations, § 15 — Dissolution — Voluntary or involuntary — Time of com- 
pliance with Commission order. 

2. Dissolution of an intermediate holding company, the dissolution and 
liquidation of which has been ordered by the Commission pursuant to the 
requirements of the Holding Company Act, is not shown to be the volun- 
tary act of the corporation because the corporation applies for authority 
to retire securities as a step towards compliance with the order when there 
is no prospect of immediate liquidation and no assurance that the same 
could be completed within any certain time, p. 200. 


ecurity issues, § 5.1 — Redemption by holding company — Premiums — Dis- 
solution under Holding Company Act. 

3. Debenture holders have no contract right to the payment of a premium 
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upon redemption of debentures pursuant to an order of the Commission 
authorizing retirement of the debentures, upon application by the corpo- 
ration for such authority as a step towards complying with a Commission 
order under § 11 of the Holding Company Act to liquidate and terminate 
the existence of the corporation, even though the debenture agreement 
provides for a pretnium if the debentures are redeemed at the option o 
the company, since redemption under such circumstances is not voluntary 
or at the option of the corporation, p. 200. 


Security issues, § 5 — Redemption by holding companies — Determination by 
lot — Involuntary dissolution. 

4. A provision in a debenture agreement that, when there is a partial re. 
demption of debentures, determination of the debentures to be redeemed 
shall be by lot, is without effect when the Commission authorizes retirement 
of publicly held debentures as a step towards compliance with an order 
for liquidation and dissolution of a holding company under the compulsion 
of the Holding Company Act, p. 202. 


Security issues, § 5.1 — Redemption by holding company — Premium — Dissolu- 
tion under Holding Company Act. 

5. The action of the Commission in authorizing the retirement of publicly 
held debentures of a holding company is not contrary to the “fair and 
equitable” standard of § 11(e) of the Holding Company Act although no 
premium is payable upon such retirement and there remain outstanding 
other debentures with a continuing obligation to pay interest, since it must 
be assumed that the Commission will not accord to the outstanding deben- 
tures held by a parent company a more favorable status than it has ac- 
corded to the debentures to be retired, p. 202. 


[March 5, 1943.] 


EVIEW of order of Securities and Exchange Commission ap- 
R proving application for authority to retire outstanding pub- 
licly held debentures of a holding company which has been or- 

dered to dissolve; order affirmed. 


> 


APPEARANCES: Wm. G. Burns, 
and Daniel C. Smith, both of Chicago, 


Major, C. J.: This is a petition 
to review an order of the Securities 


Ill., for petitioner; M. F. Cosgrove, 
Balfour S. Jeffrey, and Clayton E. 
Kline, all of Topeka, Kan., Benjamin 
Schenker, of New York city, John 
F. Davis, Homer Kripke, Roger S. 
Foster, Counsel, Public Utilities Di- 
vision, and David K. Kadane, all of 
Philadelphia, Pa., Theodore L. Thau, 
of Washington, D. C., and Aaron 
Levy, of New York city, for respond- 
ents. 

Before Major, Kerner, and Min- 
ton, Circuit Judges. 
48 PUR(NS) 


and Exchange Commission, entered 
July 10, 1942, under the Public 
Utility Holding Company Act of 
1935 (hereinafter called “the Act”), 
49 Stat 803, 15 USCA § 79a et seq. 
The order approved an applicatio 
(called Application No. 2) filed by the 
respondent, North American Light 


and Power), for authority to retird 
its outstanding publicly held deben 
tures, for which petitioner was a suc 
cessor trustee. 
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Light and Power, incorporated in 
1924 under the laws of Delaware, is 
a subsidiary of the North American 
Company (called North American), 
both of which are holding companies 
registered under the Act. North 
American owns 85 per cent of Light 
and Power’s common stock, 43 per 
cent of its preferred stock and 62.4 
"Boer cent of its debentures. 

The proceeding was instituted by 
the Commission on December 2, 1941 
to determine among other things, 
whether under § 11(b) (2) of the Act 
gan order should be entered requiring 
the liquidation and dissolution of 
Light and Power, and the distribution 
of its assets to its security holders in 
accordance with a fair and equitable 
plan. On December 30, 1941, 41 
PUR(NS) 306, the Commission, in 
‘Bconformity with its findings and opin- 
ion that the continued existence of 
Light and Power was in violation of 
the Act and that liquidation and dis- 
solution were necessary to comply 
therewith, entered its order that Light 
and Power be liquidated and its ex- 
istence terminated. Light and Power 
was directed to proceed with due 
diligence to submit to the Commission 
a plan or plans for its prompt liquida- 
tion and the termination of its exist- 
ence in a manner consistent with the 
provisions of the Act. (The period 
within which this order could be re- 


Among the applications filed by 
Light and Power for approval of 
‘steps necessary to carry out the re- 
quired liquidation was Application 


No. 2, upon which the order under 
review was predicated. Of the out- 
standing debentures, the principal 
amount of $3,376,500 was held by the 
public and $5,623,500 held by North 
American (the parent of Light and 
Power). The application proposed 
the retirement of the former by pay- 
ment of the principal amount of such 
debentures with interest accrued to 
July 1, 1942, but without payment of 
any premium.’ It was not proposed 
to pay off the debentures held by 
North American at the same time for 
the stated reason that questions had 
been raised as to the right of North 
American to be paid on the same 
basis as the public holders. The 
Commission, in its order approving 
the application, found that immediate 
retirement of the publicly held deben- 
tures was practical and necessary to 
effect the provisions of § 11(b)(2) 
and to enable Light and Power to 
liquidate and dissolve in accordance 
with the order of December 30, 1941, 
supra, and was fair and equitable to 
the persons affected thereby. Interest 
was allowed upon the debentures until 
August 21, 1942, and thereafter the 
debenture holders were paid amounts 
equal to the principal plus interest ac- 
crued to that date. 

The primary question for decision 
is whether the order authorizing the 
retirement by Light and Power of its 
publicly held debentures, without the 
payment of premium, is valid and law- 
ful. It is the contention of the Com- 
mission that payment of a premium 
was required only in the event of their 
voluntary retirement, that such re- 





1The application provided that debenture 
holders accepting principal and accrued in- 
terest would not be deemed to have waived the 


redemption premium if it should be determined 
upon review of the Commissions’ order that 
they were entitled to such premium. 
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quirement is not applicable to the in- 
stant situation because the retirement 
was involuntary—necessitated by the 
Commission’s order requiring liqui- 
dation and dissolution of the corpora- 
tion. In this connection, it is also con- 
tended that the purpose of the deben- 
ture agreement was frustrated and 
rendered impossible of attainment by 
the supervening mandate of the Act 
and the Commission’s order thereun- 
der. On the other hand, petitioner con- 
tends that the debenture holders had 
a contractual right to the redemption 
premium, of which they could not be 
legally deprived. In this connection, 
it is argued that the retirement of the 
debentures was the voluntary act of 
Light and Power, but that even if in- 
voluntary, they could not be deprived 
of the benefit of the redemption provi- 
sion. To do so, it is urged, is viola- 
tive of § 26(c),*? 15 USCA § 79z 
(c), of the Act, and the Fifth Amend- 
ment of the United States Constitu- 
tion. 

In the beginning, we think it may 
be assumed that an order of the Com- 
mission which impaired or destroyed 
a property right fixed by contract 
would violate § 26(c) of the Act. 
Furthermore, such an order would 
not be “fair and equitable to the per- 
sons affected by such plan,” as re- 
quired by § 11(e) of the Act. Case 
v. Los Angeles Lumber Products Co. 
(1939) 308 US 106, 114, 84 L ed 
110, 60 S Ct 1; Consolidated Rock 
Products Co. v. DuBois (1941) 312 
US 510, 85 L ed 982, 61 S Ct 675. 
Petitioner’s contention in this respect, 
however, carries little, if any, force, 


because he must, as we view the mat 
ter, stand or fall on the issue as t 
whether Light and Power was obli 
gated by contract to pay a premium 
on redemption under the circumstan 
ces with which it was confronted. 

[1] We shall first consider petition 
er’s contention that the Commissioy 
erroneously determined that the disso 
lution was the result of a “compulson 
liquidation by congressional man. 
date.” In support thereof, certaiy 
acts and events which transpired prior 
to the Commission’s liquidation orde 
of December 30, 1941, 41 PUR(NS) 
306, are relied upon. Briefly, the rec! 
ord discloses that during a hearing in 
a proceeding instituted by the Com: 
mission against 
(parent company), it developed that 
a continuation of the then existing 
status of Light and Power was doubt: 
ful. On May 9, 1941, the director 
of Light and Power adopted a reso: 
lution, proposing to the stockholders 
that the corporation be dissolved. | 
is admitted that this action was influ 
enced by the prospective application 
of the Act, but it is urged that other 
factors were determinative. The pres 
ident of Light and Power by affidavit 
stated, in effect, that the directors de. 
cided there was no economic justif- 
cation for the continued existence of 
the company and that it would have 
been liquidated, irrespective of the 
Act. 

It was decided to dissolve undet 
the Delaware Corporation Law and to 
liquidate under the direction of 3 
chancery court of that state. The 
stockholders of Light and Power wert 





* This section provides that “nothing in this 
title [chapter] shall be construed (1) to affect 
the validity of any loan or extension of credit 

made or of any lien created prior or 
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subsequent to the enactment of this title [chap 
ter], unless at the time of the making of su 
loan or extension of credit [circum 
stances enumerated not here material].” 
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so notified. It is disclosed that the 
Commission opposed the proposed 
liquidation action in the state court, 
Band on June 3, 1941, entered an or- 
der prohibiting North American from 
voting its stock at the proposed disso- 
lution meeting and prohibiting Light 
and Power from holding the stock- 
holders’ meeting. On the following 
(ay, the Commission instituted pro- 
Hiceedings in the United States district 
court of Delaware, seeking to enjoin 
Light and Power and North Ameri- 
can from violating the provisions of 
its order. It is claimed that dissolu- 
tion in the state court, except for in- 
terference by the Commission, would 
Bhave been certain inasmuch as North 
American, which owned sufficient 
shares to insure passage of the disso- 
lution resolution, had agreed to vote 
is shares in favor thereof. Further 


December 22, 1941, for the purpose 


of considering whether an _ order 
should be entered requiring liquida- 
tion by Light and Power. Counsel at 
this hearing stated that the appearance 
of Light and Power was without 
prejudice to the dissolution proceed- 
ing pending in the Delaware court. 
It was at the termination of this hear- 
ing that the Commission on Decem- 
ber 30, 1941, supra, entered its liqui- 
dation order which resulted in the fil- 
ing on April 30, 1942, by Light and 
Power of its Application No. 2, seek- 
ing authority from the Commission 
for its proposed plan of liquidation. 
Reference to legal textbooks, di- 
gests, etc., is convincing that it is dif- 
feult to define with exactitude the 
word “voluntarily.” We think it can 
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be safely said that whether an act is 
voluntarily performed depends not 
merely on the act of performance but 
upon the attending circumstances and 
conditions. Petitioner suggests as 
analogous to the asserted voluntary 
action of Light and Power the action 
of a person subject to the draft who 
enlists in the military service. Assum- 
ing the pertinency of this analogy, we 
doubt if it is of any benefit to peti- 
tioner. It does illustrate, however, 
that the character of the act depends 
upon the circumstances under which 
it is performed. For instance, a per- 
son subject to draft who because of 
age, deferred classification, or other 
reason has only a remote possibility of 
being called for service, who never- 
theless enlists, could well contend that 
such enlistment was voluntary action 
on his part. On the other hand, what 
can be said of a person subject to draft 
who enlists at a time when he knows 
that he is to be called immediately or 
at an early date? Of course, he would 
be known as a volunteer, as that term 
is commonly understood, but would 
such enlistment be voluntary action 
on his part? It is possible that it 
might be, but the circumstances would 
strongly militate against such a con- 
clusion. If his draft status as deter- 
mined by law was the thing which 
caused, induced, or prompted the en- 
listment or substantially contributed 
thereto, then we think it could not be 
said that his action was voluntary. 
So in the instant case, the mere 
naked acts of the officials of Light and 
Power with reference to dissolution 
affords some basis for the assertion 
that it was a voluntary dissolution. 
Such acts, however, when considered 
in connection with the circumstances, 
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are well near stripped of all potency. 
For some eight years the corporation 
had existed in a dormant condition, 
with business activities of such a 
meager nature as to require the serv- 
ices of only one paid officer and one 
employee. It is strikingly significant, 
so we think, that it apparently did not 
occur to it that its interest lay in dis- 
solution until after the enactment of 
the Act, nor even then until the Com- 
mission had instituted proceedings 
against North American, its parent 
corporation, which owned a large part 
of its bonds and stocks. It is more 
than a reasonable—it is an inescapable 
—inference that its sudden impulse to 
dissolve was born of the knowledge 
as to the requirements of the law. 
Faced squarely with what must have 
been thought to be the inevitable, it 
was decided to take action which could 


have as well been taken years before. 
We think there is no doubt but that 
the Commission was justified in find- 
ing that such action was the result of 
legal compulsion rather than the vol- 


untary act of the corporation.’ Such 
finding is not impaired by the fact 
that the corporation was agreeable to 
and acquiesced in that from which 
there was no escape. Neither is it im- 
portant that the dissolution proceeding 
in the state court was stayed by the 
hand of the Commission. It is un- 
questioned that the Commission was 
the designated authority and charged 
with responsibility of fixing the terms 
and conditions of dissolution. Fur- 
thermore, the acts of the parties in 
the state court, as well as those prior 
thereto, are of little consequence be- 

8 Section 79x, 15 USCA, provides: “The 
findings of the Commission as to the facts, if 


supported by substantial evidence, shall be 
conclusive.” 
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cause the order now under review wa 
the direct result of the Commission’ 
dissolution mandate contained in j 
order of December 30, 1941, supn 
from which no review was sought anf 
which now must be treated as the op 
erative cause of the liquidation pro 
ceeding. 

[2] Incidental to and in support oj 
its contention that the dissolution wa 
voluntary, petitioner advances ; 
theory that at the time the order unde 
review was entered there was no pros 
pect of immediate liquidation and m 
assurance that the same could be com 
pleted within any certain time. Fron 
this premise, it is argued that actiol 
by the corporation toward dissolution 
at the particular time was its free act 
even though it might at some time it 
the future have been compelled to dis 
solve. In other words, it is asserted 
that the Commission’s order of De 
cember 30, 1941, supra, merely te 
quired a certain result and that the 
manner of arriving at the result re 
mained in the control of the corpore: 
tion. We suppose in the narrow a 
pect of the situation that this is true 
but viewing the matter as a whole, 
we think the contention is withou! 
merit. After all, Application No. / 
was filed in compliance with the Cor: 
mission’s mandate, and we think i 
relatively unimportant that as one step 
in the dissolution the application cor: 
tained the request for authority to re 
tire one class of debentures on a cet 
tain date rather than some other date 
a few months later. 

[3] Thus we come to the principd 
question presented, that is, whethe 
the debenture holders had a contrat 
right to the payment of a premiutl 
upon redemption of the debentures 
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pecasioned by the involuntary act of 
In other words, 
wM@did the order of the Commission 


benture principal plus accrued inter- 
est without payment of premium vio- 
late a contract obligation? 


The debentures were issued under 
an agreement dated July 1, 1926. 
.fu They bear interest at the rate of 54 per 
Mcent per annum and mature by their 
terms on July 1, 1956. Section 2 of 
the agreement provides: “The de- 
bentures shall be redeemable 
at the option of the company j 
at the principal amounts, together 
wih premiums as follows . . . 14 
per cent of the principal amount of 
debentures redeemed after July 1, 
1941, and on or before July 1, 1946 

. . .” Section 23 provides: “Such 
of the debentures as are, by 
their terms, redeemable before matu- 


tity may, at the option of the com- 
pany, be redeemed at such times, 


” 


etc. 


There can be little, if any, doubt, 
so we think, but that the provisions 
concerning redemption had to do sole- 
ly with voluntary action on the part 
of the corporation. The debenture 
holder was without right to require 
redemption. That was a right accord- 
ed to the corporation, to be exercised 
solely “at the option of the company.” 
It is only upon the exercise of such 
option that the agreement requires the 
payment of a premium. Such option 
lodges in the corporation the discre- 
tion to mature the debentures at a date 
earlier than that otherwise provided. 
While it is true that the payment of 
premium was a form of compensation 
to the debenture holders, nevertheless 
the redemption provision was for the 
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benefit of the corporation, which could 
be utilized only at its election. The 
language plainly indicates that the 
parties did not contemplate that the 
redemption provision should be effec- 
tive upon action by the corporation as 
a result of the Commission’s order. 
Action under legal compulsion is the 
antithesis of action by election or “at 
the option” of the moving party. 

Numerous authorities are cited and 
discussed relating to the doctrine of 
impossibility of contract performance 
and the closely allied doctrine of frus- 
tration of purpose. In the recent case 
of New York Trust Co. v. Securities 
and Exchange Commission (1942) 
131 F(2d) 274, 46 PUR(NS) 270, 
the court rejected the contention that 
the contractual provisions for redemp- 
tion premium were applicable. The 
questions presented and decided in 
that case are almost identical with 
those of the instant case, and the cases 
relied upon here were in the main 
considered. Inasmuch as we agree 
with both the reasoning and the re- 
sult in that case, we think no good 
purpose could be served by a discus- 
sion of such cases. 

Petitioner’s effort to distinguish 
the New York Trust Co. Case, supra, 
rests largely on the contention that the 
court there had before it a situation 
wherein the liquidation was involun- 
tary, while here the proceeding was 
the result of voluntary action. As al- 
ready shown, the action in the instant 
case was involuntary; hence this as- 
serted distinction fails. In this con- 
nection, we refer to another provision 
of the debenture agreement which pe- 
titioner asserts shows the intention of 
the parties that the redemption pro- 
vision was to be given effect upon dis- 
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solution, irrespective of the occasion 
therefor. It is § 50 of Article X, en- 
titled “Successors and Assigns.” It 
provides: “Subject to the proviso 
hereinafter in this section set forth, 
it is agreed that if the company shall 
convey and transfer all or substantial- 
ly all of its property in con- 
nection with or as a result of which 
the company shall be dissolved and its 
affairs shall be wound up or liquidated 
upon terms providing that cash shall 
be distributed among stockholders of 
the company the principal of 
all debentures issued hereunder and 
then outstanding shall become im- 
mediately due and payable, at their 
redemption price .”’ We are 
of the view that there is nothing in 
the language of this section inconsist- 
ent with the interpretation which we 
have placed upon § 2. It appears that 
this section was to meet a situation 


wherein the corporation was being 
dissolved or liquidated by conveyance 
or transfer of “all or substantially all 
of its property as a whole or in par- 
cels” to an assignee or successor con- 
cern, rather than by a dissolution as 


a result of legal compulsion. In any 
event, there is nothing in the language 
to indicate that the parties intended 
that it should be applicable to an in- 
voluntary dissolution; in fact, the lan- 
guage indicates to the contrary, and 
is, therefore, consistent with the lan- 
guage of § 2. 

[4,5] Lastly, petitioner argues 
that the authorization for the retire- 
ment of the publicly held debentures 
was not “fair and equitable,” as re- 
quired by § 11(e) of the Act. In 
this connection, it is asserted that aft- 
er the retirement of the publicly held 
48 PUR(NS) 


debentures, in the principal amount of 
$3,376,500, there remained as ott. 
standing $5,623,500 of debentures, 
with a continuing obligation to pay in. 
terest at 54 per cent. It is claimed 
that because of a provision in the de 
benture relative to partial redemption 
the debentures redeemed should have 
been determined by lot. Such provi. 
sion, no doubt, would have been con. 
trolling in case of a voluntary disso. 
lution, but we think it is without effect 
in the instant situation. Neither do 
we think that the action of the Com. 
mission discriminated against _ the 
publicly owned debentures merely 
from the fact that it did not order the 
redemption of all debentures at the 
same time or that some time may 
elapse before the debentures held by 
North American are redeemed. We 
are bound to take note of the fact that 
in a proceeding such as the instant 
one, many difficult and complicated 
questions are calculated to arise, which 
must be determined before liquidation 
can be finally completed. Without go- 
ing into detail, the record discloses 
that numerous legal questions must 
be determined, arising as a result of 
the relation existing between Light 
and Power and North American, its 
parent corporation. Until such ques- 
tions are solved, it is not possible to 
know the exact status of North 
American as a holder of debentures, 
including the basis on which it is er- 
titled to receive payment. We cannot 
assume that the Commission in its 
future actions will accord to the de- 
bentures held by North American a 
more favorable status than it has ac- 
corded the debentures in suit. In 
fact, we think we must assume to the 
contrary. 
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Light and Power, at the time of the 


entry of the order under attack, had 


approximately $4,000,000 of cash 
available for the calling of its deben- 
tures, of which it had some $9,000,- 
Thus, it had cash 
in an amount slightly more than suf- 
ficient to pay the publicly held deben- 
tures. The Commission was con- 
fronted with the proposition of au- 


thorizing their payment or permitting 
this cash to lie idle. As we view the 
situation, the Commission’s action 
was neither unreasonable nor arbi- 
trary. Moreover, the contractual: 
rights of the debenture holders hav- 
ing been recognized and satisfied, they 
have no cause to complain. 

The order of the Commission is af- 
firmed. 





KENTUCKY COURT OF APPEALS 


Hazard-Hyden Bus Company 


©. Ht. Black et al. 


(— Ky —, 169 SW(2d) 21.) 


Appeal and review, § 58 — Certificates of convenience and necessity — Absence 


of hearing. 


An order authorizing motor carrier service between certain cities should be 
set aside where other applicants for authority to operate between the same 
cities did not appear at the hearing before the Director of Motor Trans- 
portation because he had informed them that the hearing would not involve 
a motor carrier line between those cities and applicants, therefore, failed to 
introduce evidence supporting their applications and failed to cause sten- 
ographic report of proceedings to be made. 


[February 23, 1943.] 


PPEAL from judgment setting aside order granting motor 
A carrier certificate; affirmed. 


APPEARANCES: R. W. Keenon, of 
Lexington, for appellant; A. T. W. 
Manning, of Manchester, for appel- 
lees : 


Rees, J.: This is an appeal from 
a judgment of the Franklin circuit 
court setting aside an order of the Di- 
vision of Motor Transportation grant- 
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ing to Hazard-Hyden Bus Company 
a certificate to operate a motor bus line 
from Hyden, Kentucky, to Harlan, 
Kentucky, over highway 257. The 
judgment recited that through some 
error, mistake, or misunderstanding 
at the time of the hearing before the 
Commission on February 3, 1942, the 
applicants, other than Hazard-Hyden 
48 PUR(NS) 
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Bus Company, did not have a full 
hearing on their applications, and the 
matter was referred back to the Divi- 
sion of Motor Transportation for a 
full and complete hearing. The Haz- 
ard-Hyden Bus Company has appealed 
pursuant to KRS 281.420. 

During 1937 eight applications for 
certificates to operate bus lines over 
highway 257 from Hyden to Harlan 
were filed with the Division of Motor 
Transportation. One of the applica- 
tions was filed by Hazard-Hyden Bus 
Company. In August, 1941, it filed 
an application for a certificate to op- 
erate a bus line from Hyden to Hos- 
kinston, which is located on highway 
257 10 miles south of Hyden and be- 
tween Hyden and Harlan. The dis- 
tance between Hyden and Har- 
lan is approximately 30 miles. No 
one pressed for a hearing on the ap- 
plications and none was held until 


February 3, 1942, apparently for the 
reason that portions of highway 257 
between Hyden and Harlan were un- 
der construction and travel by bus was 


not practicable. On August 7, 1942, 
the Director of Motor Transportation 
rendered a decision granting to Haz- 
ard-Hyden Bus Company a common 
carrier bus certificate to operate a mo- 
tor bus line from Hyden to Harlan, 
Kentucky, over highway 257. On the 
same day O. H. Black, doing business 
as Black Bus Lines, Cumberland 
Coach Company, and J. Ray Rice, 
doing business as the J. Ray Rice 
Realty Company, three of the appli- 
cants whose applications for a certifi- 
cate were denied, filed motions to set 
aside the order awarding a certificate 
to Hazard-Heyden Bus Company and 
to grant them a legal hearing on their 
48 PUR(NS) 


applications. The motions were sup 

ported by numerous affidavits stating 

in substance, that at the beginning of 
the hearing held on February 3, 1942 
the Director of Motor Transportatio 

announced the hearing would be con. 
fined to the granting of a certificate 
to operate a bus line over highway 257 
between Hyden and Hoskinston, and 
that the evidence introduced would in 
no way affect the granting of a certifi 
cate to operate a bus line from Hy. 
den to Harlan and that a hearing for 
that purpose would be held after the 
completion of the highway. The ap. 
plicants stated in their motions that 
they were not interested in a certif- 
cate to operate a bus line from Hyden 
to Hoskinston, and, after the director's 
announcement and because thereof, 
they failed to introduce evidence in 
support of their respective claims 
which would have been introduced if 
the granting of a certificate to operate 
a bus line between Hyden and Harlan 
had been under consideration, and, 
further, that by reason of the direc- 
tor’s announcement they failed to 
cause a stenographic report of the pro- 
ceedings to be made. On August 26, 
1942, the Director of Motor Trans- 
portation entered an order in which 
he stated that on February 3, 1942, at 
the hearing held on the applications, 
it was announced that from the infor- 
mation available the Director of the 
Division of Motor Transportation was 
of the opinion that only a portion of 
the highway involved was in condi- 
tion for travel and only that portion 
of the highway would be considered 
at that time, and that operating rights 
granted would be limited to that por- 
tion of the highway which was avail- 
able and suitable for bus service and 


204 





HAZARD-HYDEN BUS CO. v. BLACK 


that when the entire route was avail- 
able for travel the question of a per- 
manent certificate would be heard and 
considered. The director overruled 
the motion to set aside the order of 


a August 7, 1942, granting a certificate 


to the Hazard-Hyden Bus Company 


5m on the ground that the Division of 
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Motor Transportation lost jurisdic- 
tion of the matter when the order of 
August 7th was signed. The mov- 
ants appealed to the Franklin circuit 
court which entered the judgment 
from which this appeal is prosecuted. 

KRS 281.410 provides that an ap- 
peal may be taken to the Franklin cir- 


cuit court from the action of the Di- 
vision of Motor Transportation with- 
in twenty days after the rendition of 
the order of the division. Certainly, 
during this time or until an appeal has 
been taken, the Division of Motor 
Transportation has jurisdiction to 
correct any error or mistake on its 
part or for cause shown to set aside 
the order. The facts disclosed by the 
record show that the appellees did not 
have a full and complete hearing be- 
fore the Division of Motor Transpor- 
tation, and the circuit court correctly 
referred the case back to the division. 
The judgment is affirmed. 
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Re Columbia Engineering Corporation 


et al. 


[File No. 37-22, Release No. 4166.] 


Intercorporate relations, § 19.94 — Holding companies — Service to operating 


companies. 


1. The performance of services for a charge to operating companies by 
holding company officials, employees, or persons whose functions relate 
primarily to the functions of supervision of the holding company system 
and review of the activities of operating companies, constitutes a violation 
of § 13(a) of the Holding Company Act, 15 USCA § 79m(a), p. 216. 


Intercorporate relations, § 19.94 — Holding companies — Service to subsidiaries 


— Compensation. 


2. The allocation or charging of a portion of the salaries of holding com- 
pany officials and their staffs to operating companies, directly or through 
the medium of service companies or other arrangements, violates the “fair 
and equitable allocation” standards of § 13(b) of the Holding Company 


Act, 15 USCA § 79m(b), p. 217. 


Intercorporate relations, § 19.94 — Holding companies — Service to subsidiaries 


— Charges. 


3. No operating company should be charged or have allocated to it, direct- 
ly or through the medium of a service company or by any other arrange- 
ment, including treasurer’s or agent’s account, split-check system, or other 
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devices, any portion of the salaries or expenses of any person or persons 
who are holding company officers or employees, or whose functions relate 
primarily to the functions of supervision of the holding company system 
and review of the activities of operating companies, their officials, and 
staffs, p. 218. 


Intercorporate relations, § 19.94 — Holding companies — Service to subsidiaries 
— Charges. 
4. No holding company officer or person or persons whose functions relate 
primarily to the holding company functions of supervision of the holding 
company system and review of the activities of operating companies, their 
officials, and staffs, should receive any compensation or reimbursement of 
expenses from any operating company directly or through a service com- 
pany or any other arrangement, including treasurer’s or agent’s account 
and split-check systems, p. 218. 


Intercorporate relations, § 19.94 — Functions of subsidiary service company. 


5. Each service company should confine itself to functions which the op- 
erating subsidiaries cannot perform as efficiently and economically them- 
selves, and these services should be limited to services of an operating 
nature as distinguished from managerial, executive, or policy-forming func- 
tions, p. 218. 

[March 11, 1943.] 


ROCEEDINGS under § 13 of the Holding Company Act to de- 
P termine whether certain changes should be made in the opera- 
tions and conduct of business of a subsidiary service company; 
changes in operation and conduct of business approved subject 


to conditions. 
Be 


APPEARANCES: Maurice C. Kap- pany rather than being charged to the 
lan and Fred J. Almgren, of the Pub- operating companies through the 
lic Utilities Division of the Commis- medium of the service company, or 


sion; Cravath, DeGersdorff, Swaine 
& Wood, by Edward S. Pinney and 
F. S. Beebe, for Columbia Gas & 
Electric Corporation and Columbia 
Engineering Corporation. 


By the Commission: This pro- 
ceeding was instituted under § 13 of 
the Public Utility Holding Company 
Act of 1935, 15 USCA § 79m. The 
major issue relates to whether the 
salary and expenses of the central 
executive and policy forming manage- 
ment personnel and their assistants in 
the Columbia Gas & Electric Corpora- 
tion holding company system should 
be paid entirely by the holding com- 
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by other means. 

The status of Columbia Engineer- 
ing Corporation, as the service com- 
pany for the system, was tentatively 
approved by us in certain respects 
in 1938 when we found, upon its dec- 
laration filed pursuant to § 13(b), 
that it was so organized and its busi- 
ness so conducted as to meet the re- 
quirements of said section “with re- 
spect to reasonable assurance of ef- 
ficient and economical performance 
of services for the benefit of its as- 
sociate companies, at cost fairly and 
equitably allocated among them.”! 


1Re Columbia Engineering Corp. (1938) 
3 SEC 335, 337, 23 PUR(NS) 129, 131. 
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RE COLUMBIA ENGINEERING CORPORATION 


At the same time we recognized that 
the service company’s proposed meth- 
ods of allocating costs were at that 
time “unproved by experience,” and 
we expressly reserved jurisdiction to 
require changes if such changes should 
become necessary in order to conform 
with the objectives of § 13 and our 
rules, regulations, or orders there- 
under.? 

The necessity for reéxamining this 
and other holding company and serv- 
ice company relationships became ap- 
parent in view of our decision in the 
case of Re Ebasco Services, Inc.* It 
was there held, among other things, 
that Electric Bond and Share Com- 
pany (the holding company), through 
its officers and directors who also were 
officers and directors of Ebasco Serv- 
ices Incorporated, was furnishing 
services to its public utility subsid- 
iaries for a charge in contravention 


of § 13, and that certain charges made 
by Ebasco for services of men who 
were holding company officials were 


unfairly and inequitably allocated 
among associate companies of the 
system. 

To apply the holding company- 
service company principles enunciated 
in the Ebasco Case, supra, we directed 
our Public Utilities Division to re- 
éxamine the operations and conduct 
of business of service companies in 
other holding company systems in or- 
der to prevent the charging of hold- 
ing company central management ex- 
penses to the operating companies. 
Each such service company and hold- 
ing company was invited to consider 
the problem and to confer with the 
staff of the Public Utilities Division 


in an attempt to agree upon the nec- 
essary adjustments. In some cases 
results satisfactory to all were achieved 
and the service company methods and 
operations and conduct of business 
were accordingly modified to insure 
the payment by the holding company 
of central management costs thereto- 
fore borne by the operating com- 
panies. In other cases, the discus- 
sions were at the time unproductive 
and proceedings, such as the present 
one, were instituted. After appropri- 
ate notice, public hearings were held. 
Briefs were submitted and oral argu- 
ment was presented to the Commis- 
sion. 

Subsequent to the oral argument, 
certain changes were made by the 
respondents and conferences with the 
staff were reopened, which resulted 
in the proposal now before us involv- 
ing a comprehensive management re- 
organization of the service company 
and the holding company, designed 
to resolve the various issues and prob- 
lems presented in the instant proceed- 
ing and to make certain further ad- 
justments which seem warranted. 


The Facts in The Present Case 


The Columbia system presently 
comprises Columbia Gas & Electric 
Corporation and forty-six subsidiary 
companies, including the service com- 
pany. These subsidiaries include a 
registered holding company, which is 
also a natural gas transmission operat- 
ing company (Atlantic Seaboard Cor- 
poration), one nonutility holding 
company (Columbia Oil and Gas Cor- 
poration), twenty-nine gas companies 
engaged in the production and/or 





21d. pp. 337, 338. 
3 (1940) 7 SEC 1056, 35 PUR(NS) 258. 
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4See Re The United Light & P. Service 
{ (1941) 8 SEC 738, 743, 38 PUR(NS) 
20. 
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transmission and/or distribution of 
gas, five electric utilities (including 
one combination electric, gas and water 
utility, two combination electric and 
gas utilities and one electric and water 
utility), one investment company, five 
oil production and gasoline extraction 
companies, and six miscellaneous non- 
utility companies. These subsidiaries 
furnish gas to approximately 1,200 
communities, and electricity to ap- 
proximately 400 communities having 
a combined population in excess of 
5,000,000. The communities in ques- 
tion are located in the states of In- 
diana, Ohio, Kentucky, Virginia, West 
Virginia, Pennsylvania, and New 


York. The consolidated assets of the 
system, per books, as at December 31, 
1941, were $709,099,108. The sys- 
tem’s total gross revenues for the 
year 1941 were $119,598,247. 

The holding company was organized 


under the laws of Delaware in 1926, 
as successor to a holding company of 
similar name. About the middle of 
the 1920’s the holding company’s 
predecessor and, after its organiza- 


Binghamton Group 

Binghamton Gas Works 
Keystone Gas Company, Inc., The 
Home Gas Company 

Eastern Pipeline Company 


Charleston Group 

United Fuel Gas Company 

Bracken County Gas Company 

Central Kentucky Natural Gas Company 
Huntington Development and Gas Company 
Point Pleasant Natural Gas Company 
Warfield Natural Gas Company 


Cincinnati Group 

Cincinnati Gas & Electric Company, The 
Cincinnati, Newport and Covington Ry. Co., 
Hamilton Service Company, The 

Harrison Electric and Water Company, The 
Loveland Light and Water Company, The 
Miami Power Corporation 

Union Light, Heat and Power Company, The 


tion, the holding company, were en- 
gaged in enlarging the system by ac- 
quiring companies and systems “which 
had been managed under diverse in- 
terests and direction.” In this period, 
a predecessor of the service company 
furnished engineering and manage. 
ment services at a profit.’ The history 
and structure of the servicing arrange- 
ments of the system are briefly out- 
lined in the following paragraphs: 


Regional Divisions 


From a management standpoint, 
the operating companies at the time 
of the hearings herein were divided 
into seven units based on their geo- 
graphical location. Each such man- 
agement group was under the im- 
mediate supervision of a single in- 
dividual who was the chief executive 
officer of each company in the group. 
All of these individuals were direc- 
tors of the service company and five 
of the group were directors of the 
holding company. These divisions, 
with their respective presidents, were: 





5 Federal Trade Commission Utility Cor- 
porations, 7th Cong. Ist Sess. S. Doc. 92, 
No. 72-A, pp 640, 641. 
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6 These three companies were merged with 
The Cincinnati Gas & Electric Company in 
1942. See Re Columbia Gas & E. Corp. 
(Holding Company Act Release No. 3928). 
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Columbus Group 

Ohio Fuel Gas Company, The 

Indiana Gas Distribution Corporation 
Northwestern Ohio Natural Gas Co., The 


Dayton Group 
Dayton Power and Light Company, The 
Miami Development Company, The 


Pittsburgh Group 


Manufacturers Light and Heat Company, The 


Cumberland and Allegheny Gas Company 
Fayette County Gas Company 

Gettysburg Gas Corporation 

Greensboro Gas Company 

Manufacturers Gas Company 

Natural Gas Company of West Virginia 
Pennsylvania Fuel Supply Company 


Seaboard Group 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 
Each such regional group, in addi- 
tion to interlocking directors and of- 
ficers, had certain personnel who per- 
formed services for two or more of 
the companies in each such group. 
In substance, these regional organiza- 
tions may be regarded as seven sepa- 
rate servicing units. We are not con- 
cerned here, however, with these re- 
gional servicing arrangements except 
in so far as they may relate to the 
problems under consideration concern- 
ing the centralized servicing rendered 
by the system service company, Co- 
lumbia Engineering Corporation. 


Central Management 


The present service company was 
incorporated under the laws of Dela- 
ware late in 1932. It took over the 
servicing activities theretofore con- 
ducted by Columbia Engineering & 
Management Corporation which had 
been formed in 1926 and dissolved in 
1932. Its capital stock, of which 3,- 


Chauncey I. Weaver, President 
“ “ “ “ y 


“ “ 8 


Oliver S. Hagerman, President 


“ “ “ 


“ “ “ 


500 shares of $100 par value are 
presently outstanding, is all owned 
by the holding company. 

Predecessor system service com- 
panies had rendered a wide variety 
of services to the operating companies 
which had been gathered into the 
Columbia system, including furnish- 
ing them with their presidents, vice 
presidents, treasurers, and secretaries. 
To control and achieve unified operat- 
ing policies, the activities of these of- 
ficials were reviewed and coordinated 
at service company meetings. During 
this period, the service company 
charged for its services “not only 
direct salary time, but approximately 
100 per cent in addition for 
overhead” and “ charged a 
profit.” These charges were billed 
to the operating subsidiaries “on an 
arbitrary allocated basis in proportion 
to gross earnings” with minor varia- 
tions. This method provoked public 
criticism and created bad public rela- 





7The disposition of Columbia’s interest in 
this company was approved by this Commis- 
sion in January, 1942. See Re Columbia Gas 
& E. Corp. Holding Company Act Release 
No. 3286, 43 PUR(NS) 351. 


[14] 
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8 This company was merged into The Ohio 
Fuel Gas Company in 1942. See Re Colum- 
bia Gas & E. Corp. Holding Company Act 
Release No. 3494). 
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tions. It was accordingly modified 
to some extent, by eliminating “the 
profit section of that charge” and by 
allocating charges in relation to fixed 
assets as well as to gross earnings. 

In December, 1934, apparently as 
an aftermath of the Federal Trade 
Commission investigation, the hold- 
ing company discarded the service 
company arrangement entirely and, 
thereafter until January, 1938, bore 
“a very large proportion of what had 
been the expenses” of the service 
company. Other services were ren- 
dered by operating companies to one 
another “at cost.” The salaries of 
officers and directors of the holding 
company who, with a few exceptions, 
were the same then as at the time of 
the hearing, were paid by the holding 
company. 

After Columbia Gas & Electric 
Corporation registered as a holding 
company in 1938, it revived the serv- 
ice company and put it into active 
operation. All holding company offi- 
cials, with one exception, and their 
staffs were placed on the payroll of 
the service company. ‘Time records 
were kept, on which charges to the 
operating companies and the holding 
company were stated to be based. 
Further provision was made for al- 
locating service company overhead 
expenses. 

Under the new arrangement, un- 
like that prevailing to 1934, the serv- 
ice company did not specifically con- 
tract to provide the presidents or the 
chief operating executives of the 
operating companies but only pur- 
ported to advise and consult with 
them. It began its activities under 
these contratts on February 1, 1938, 


establishing its offices at 61 Broadway, 
New York city, where the offices of 
the holding company are also estab- 
lished. These arrangements have 
been continued in effect since 1938 
but are now being altered consider- 
ably in the proposed reorganization 
of the service company. 

We shall discuss in some detail the 
situation before reorganization, the 
proposed reorganization, and the sit- 
uation resulting from the reorganiza- 
tion. 


The Service Company Prior to the 
Proposed Reorganization 


The income and expenses of the 
service company for the year ended 
December 31, 1940, were reported as 
follows: 

Income 
Recovery 

penses 


Compensation 
the use of eneien) 


* $1, 640,521.87 
17,500.00 


Total Income 


$1,658,021.87 


Expenses 

Salaries 
Expenses of officers and em- 

ployees 
Legal service—special 
Engineering service—special ... 
Tax service—special 
Auditing service—special 
Other service—special 
Advertising 
General office and other rents .. 
Telephone and telegraph 
Stationery and printing 
Office furniture and miscellane- 

ous equipment expense 
Other office supplies and expense 
Insurance 
Dues and memberships 
Contributions and donations .... 
Other expenses 


$1,081,263.72 


138,320.87 
21,026.55 
68,388.91 

3,175.83 
1,762.62 
7,779.38 
7,934.62 
97,000.43 
20,932.18 
11,982.28 


22,933.17 
41,513.21 


41, 368.10 


Total expenses $1,640,521.87 
Net Income — representing 
compensation for use of 


capital $17,500.00 





8 As noted above, Columbia Gas owns all 
the stock of Columbia Engineering and elects 
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Of these total expenses, the serv- 
ice company billed the holding com- 
pany a total of $355,592 for the year 
1940. 

The general cost allocation method 
followed contemplated that direct 
charges would be made to the operat- 
ing companies to the extent possible 
and the remaining service company 
expenses charged to the holding com- 


pany. 


Name of Department 


General Executive—Administrative and Financial .. 


General Executive—Other 
General Accounting 

Statistical 

Corporate 

Tax 

Purchasing 

Insurance 

Auditing 

System Accounting 

Commercial and General Sales 
Rate 

Construction Budget, Automotive and Safety 
Engineering—Supervisory 
Engineering—Gas 
Engineering—Electrical 
Engineering—Geological 

Other General 

Stationery and Addressing 
Blueprinting and Photostating 


The service company was organized 
on a departmental basis the depart- 
ments of which followed varying 
methods in the determination and al- 
locations of salaries, expenses, and 
overhead attributable to the services 
performed by the department. For 
the most part, such allocations were 
made on the basis of daily records 
kept by the officers and principal em- 
ployees as to the number of hours 


spent by them on the various matters 
considered, and these men individual- 
ly determined what company or com- 
panies should be charged for their 
time in respect of each such mat- 
ter. 

For the calendar year 1940, the 
names of departments, their annual 
salary expenses and the number of 
employees of each such department, 
were reported as follows: 


Annual Total Amount Number of Employees 
at End = Year 


of Salary Expense 
$173,000.00 
63,600.00 3 
59,438.88 27 
29,421.27 7 
28,297.85 4 
32,670.59 15 
6,731.50 a 
11,810.30 
33,740.00 16 
31,126.92 8 
25,420.00 3 
32,560.00 5 
30,572.43 7 
35,200.00 2 
171,561.81 95 
157,324.52 41 
9,600.00 2 
81,040.40 49 
64,714.79 
3,432.46 2 


$1,081,263.72 348 


At the time of the hearing, the 
holding company paid no_ direct 
salaries to any of its own officers, 
with the exception of Philip Gossler, 
chairman of the board of directors, 
and (in part) Andrew Newman, then 
treasurer. Instead, practically all the 
officers and personnel of the holding 
company were on the service com- 
pany payroll. The following table 
shows the principal departments of 





half the directors and all but two of the of- 
ficers of the holding company were directors 
or officers, or both, of the service company. 
The service company also had substantial in- 
terlocking relations with the operating com- 
panies. More than a majority of the direc- 
tors of all the public utility companies in the 
system, with one exception, were service com- 


pany officers, directors, or subordinates; and 
all but three of the seventeen service com- 
pany directors occupied positions as directors 
or officers, or both, in the operating com- 
panies. In addition, five of the six service 
company officers, who were not directors 
thereof, were officials of the operating com- 
panies. 
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the service company to which the 
salaries of executive personnel of the 
holding company were ascribed and 
the total salary expenses of such de- 
partments as well as the portion billed 
to the holding company for the year 
ending November 30, 1940: 


General Executive—Administrative and Financial 


General Executive—Other 
General Accounting 
Statistical 

Corporate 

Other General 


Sub-Total 
Ten Other Departments 
Total to Columbia Gas 


Edward Reynolds, Robert H. Dela. 
field, and H. E. Olson. Beckjord wa; 
vice president and general manager, 
chairman of the executive committee, 
and director of the holding company; 
the president, director, member of the 
executive committee and chairman of 


Billed to 
Holding Companies 
92,211 


Total 
$173,000 


59,438 
29,421 
28,297 
81,040 


$434,196* 


33,505 
27,693 
16,211 
19,681 
57,185 


$246,486 
14,981 
$261,471 


* Of this amount, $187,710 was billed to operating subsidiaries, 


Since the majority of the holding 
company personnel was compensated 
through the principal departments 
above named, it was towards these 
departments that the issues in this 
case were primarily directed. Of the 
first five listed departments, the ag- 
gregate personnel totaled forty-five. 
There were forty-nine employees in 
the “Other General” department, con- 
sisting largely of secretarial assist- 
ants, messengers, and similar person- 
nel. 

The general functions of these de- 
partments can be best indicated by 
reviewing the functions at the time 
of the hearing of the key individuals 
in such departments: 


A. General Executive, Administrative, 
and Financial and General 
Accounting and Statistical 
Departments 


The General Executive—Adminis- 


trative and Financial Department was 
composed of Walter C. Beckjord, 
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the budget committee of the service 
company, and a director of practi- 
cally all of the operating subsidiaries, 
As chairman of the executive com- 
mittee of the holding company, Beck- 
jord was the “chief operating of: 
ficer of the corporation” and also pos- 
sessed “the general powers and duties 
of supervision and management of 
general manager of a corporation.” 
Beckjord was the “principal man” in 
charge of all operations, including the 
formulation, coordination, and carry- 
ing out of system-wide policies relat- 
ing to construction, budgets, drilling, 
gas reserves, depreciation policies, 
dividends, and contracts involving pro- 
duction and transmission price for gas 
and other similar matters. 

Edward Reynolds was president, 
member of the executive committee, 
and director of Columbia Gas & Elec- 
tric Corporation, chairman of the 
board of directors of the service com 
pany, and a director of the principal 
operating subsidiaries. As prescribed 
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in the by-laws of Columbia, he pos- 
sessed all “. the general powers 
and duties of supervision and man- 
agement usually vested in the office 
of president of the corporation.” 
He was also the chief financial officer 
of the system. He contributed sub- 
stantially to the formulation and car- 
rying out of system policies relating 
to financing, budgets, construction 
programs, depreciation, allowances, 
and dividends of subsidiary operating 
companies. 

Robert H. Delafield was a vice pres- 
ident and director of the holding com- 
pany, a vice president and member of 
the executive committee of the serv- 
ice company, and a vice president of 
fifteen subsidiary companies. The 
record indicates that he, together with 
Reynolds, was responsible for the 
formulation and carrying out of the 
financial policies of the holding com- 
pany system. Both Reynolds and Del- 
afield were the principal officers in 
charge of the financing of subsidiaries 
by the holding company, of mergers, 
consolidations, reorganization of sub- 
sidiaries, and other comparable mat- 
ters. 

H. E. Olson was an officer of both 
the holding company and the service 
company and supervisor of the gener- 
al accounting and statistical depart- 
ments. Olson and the general ac- 
counting and statistical departments 
prepared financial and operating state- 
ments and reports for the use of the 
executive officers of the holding com- 
pany in connection with supervision 
of the operating subsidiaries. Admit- 
tedly, their work was closely related 
to the work of such executives. The 
general accounting department, while 
it maintained the books and records 
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of the service company, devoted most 
of its time to consideration and devel- 
opment of the broad accounting poli- 
cies of system-wide application. Both 
the accounting and statistical depart- 
ments prepared much of the basic ma- 
terial upon which the top executives 
of the system predicated their opin- 
ions and decisions. 


It is clear that the functions per- 
formed by Beckjord, Reynolds, Dela- 
field, Olson, and the staffs who assist- 
ed them, were the holding company 
functions of supervision and control 
over the operating subsidiaries. Their 
work appears inevitably to have en- 
tailed their acting in dual capacities 
as principal officers of the holding 
company supervising the company in- 
vestments and as individuals who ren- 
dered services to the operating sub- 
sidiaries. 


B. General Executive—Other 


This department consisted of W. 
W. Freeman, Paul S. Clapp, and A. 
F. Dawson. Freeman and Clapp were 
both vice presidents of the holding 
company and of the service company 
in charge of public and industrial re- 


lations. The record indicates that 
Freeman’s duties consisted largely of 
assisting Gossler and Reynolds in mat- 
ters which, admittedly, related pri- 
marily to the holding company alone. 
Clapp’s activities were confined large- 
ly to the public relations problems of 
the Ohio subsidiaries. Dawson has 
devoted most of his time to employee, 
customer, and public relations of the 
Cincinnati Gas & Electric Company, 
a subsidiary of Columbia. 


C. Corporate Department 


This department consisted of H. H. 
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Pell, Jr., Jacob R. Harvin, and Mil- 
ton C. Baldridge. Pell was secretary 
of the holding company and assist- 
ant secretary of the service company 
and of the principal operating subsidi- 
aries. Harvin was assistant secretary 
of the holding company, secretary of 
the service company, and secretary or 
assistant secretary of the principal op- 
erating subsidiaries. Baldridge was 
house counsel. His activities consist- 
ed principally of assisting the outside 
law firm which does legal work for 
the system. 

Pell’s primary functions appear to 
have been serving as secretary to the 
holding company and assisting Dela- 
field and Reynolds in their duties in 
the system. Harvin also rendered as- 
sistance to Delafield and Reynolds par- 
ticularly in regard to tax problems 
arising from proposed financings. 
Beckjord made “great use” of him as 
his personal assistant in analyzing op- 
erating contracts. 


D. Other General Department 


The personnel of this department 
was made up of secretaries, stenog- 
raphers, file clerks, messengers, tele- 
phone operators, and all employees 
for whom no direct charge was made. 
Many, if not all, of these employees 
performed services for the officers, 
directors, and their assistants engaged 
in holding company and service com- 
pany work. Their expenses were al- 
located in proportion to the charges 
made by such executive personnel. 


E. Other Departments 


Certain other departments of the 
service company performed work from 
time to time directly for the holding 
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company. The departments briefly 
were engineering, purchasing, rate, 
system accounting, tax and others, 
While the over-all activities of these 
departments were not in issue in this 
proceeding, questions were raised as to 
the functions of the following key 
personnel : 


Thomas R. Weymouth 


Weymouth, an engineer by train- 
ing and occupation, was vice president 
of the holding company, vice president 
and director of the service company, 
held similar positions in Michigan 
Gas Transmission Corporation, and 
was a director of a majority of the 
operating companies. 

Weymouth confined his time ex- 
clusively to gas operations. In his 


capacity as a gas engineer, he col- 
laborated with Beckjord on various 
problems relating to drilling, trans- 


mission, gas reserves, construction, 
depreciation, budgets, and similar 
matters. In the consideration of the 
various budgets by the budget com- 
mittee, Beckjord, its chairman, cus- 
tomarily delegated to Weymouth and 
others problems relating to engineer- 
ing. Weymouth prepared and super- 
vised contracts of varying types, pre- 
pared engineering studies on construc: 
tion, advised operating companies on 
matters pertaining to operating prob- 
lems, attended engineering and operat- 
ing conferences and kept abreast of 
all developments in his field. He also 
conferred with Reynolds frequently, 
and occasionally with Gossler. 

Subsequent to the hearing, Wey: 
mouth retired from active participa- 
tion in the operations of the system 
and now receives a pension paid by 
the holding company. 
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Andrew J. Newman 


Newman, treasurer of the holding 
company, of the Seaboard group of 
companies, and one other subsidiary, 
was also tax agent of the service com- 
pany. He had the usual duties per- 
taining to the office of treasurer. As 
of the date of the hearing, however, 
most of Newman’s time was devoted 
to tax problems of the system com- 
panies, principally with respect to 
settlement of prior tax claims. 

The tax claims in question had 
arisen largely as a result of the filing 
of consolidated income tax returns 
prior to the period when Columbia 
holding company system became sub- 
ject to the act. During this period, it 
was the practice of the Columbia Gas 
to require each subsidiary to pay to 
Columbia Gas precisely the tax re- 
quired had there been no consolidat- 
ed returns, the material system savings 
resulting from the filing of consolidat- 
ed returns being retained by Columbia 
Gas. Thus, the benefits of the prac- 
tices out of which these tax claims 
arose, had inured exclusively to the 
holding company. Despite this fact, 
the time which Newman devoted to 
the settlement of these tax cases was 
allocated to subsidiary companies. 


Francis B. Flahive 


Flahive, at the time of the hear- 
ing, was comptroller of the service 
company and the holding company. 
He was assisted by A. A. Cullman and 
three additional employees on his im- 
mediate staff. Flahive’s activities re- 
lated to problems concerning budgets, 
reserves, depreciation, pension plans, 
insurance, and related matters. As 
chairman of a committee consisting 
of representatives from each major 
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operating company, Flahive, with an 
engineer and assistants from the serv- 
ice company, supervised investments 
in motor vehicles and the operations 
and maintenance thereof. He devoted 
considerable time to various public 
utility associations of which he was 
a member. He generally consulted 
Beckjord, to whom he reported, and 
occasionally, Reynolds. 

All construction budgets of the 
operating companies were reviewed by 
Flahive. The record indicates that 
the construction budgets of particular 
companies in the system were reviewed 
from a system-wide basis rather than 
from the viewpoint of the particular 
operating problem involved. Flahive 
also was active in the determination 
of depreciation policies of the Colum- 
bia system. His testimony indicates 
that he was partially responsible for 
the formulation of the present sys- 
tems of depreciation used in the sys- 
tem and in the determination of de- 
preciation accruals. 


The Necessity for Changes to 
Conform to § 13 


From the foregoing discussion, it 
is apparent that the personnel and de- 
partments in issue were engaged prin- 
cipally in the performance of holding 
company management and control 
functions. These include such activi- 
ties as system financing, accounting, 
and depreciation policies; determina- 
tion of major system operational 
policies; review of construction, cash, 
and operating budgets; and public re- 
lations; preparation of system statis- 
tical data and consolidated financial 
statements ; and system corporate and 
secretarial activities. These activities 
48 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


were the basis for very substantial 
charges to operating companies. 

The staff contended that this ar- 
rangement violated both §§ 13(a) and 
13(b) and that the personnel and 
departments mentioned and their re- 
lated salaries and expenses should be 
clearly segregated from the service 
company and transferred to the hold- 
ing company. 

Respondents contended that a single 
individual on the service company 
payroll could perform both holding 
company and operating company func- 
tions; that the costs of these dual 
functions could be fairly and equitably 
allocated between the holding com- 
pany and the operating companies un- 
der their cost allocation method, thus 
complying with the requirements of 
§§ 13(a) and 13(b). Respondents 
further contended that this situation 
was different from that in the Ebasco 
Case (1940) 7 SEC 1056, 35 PUR 
(NS) 258, in that respondents al- 
located charges on a time basis, where- 
as Ebasco had made a prior arbitrary 
allocation of various percentages of 
the salaries of the individuals involved 
between the holding company and the 
service company. 

The problem of holding company 
functions being performed by service 
companies or through other arrange- 
ments and the cost thereof being 
charged to operating companies is not 
a new one. Many holding companies, 
both before and after the passage of 
the act, transferred their executive or 
policy-forming staffs to service com- 
panies, which, in turn, charged all or 
part of the expenses of such staffs 
to operating subsidiaries. In other 
instances, the holding company im- 


posed its expenses on the operating 
company through such devices as a 
treasurer’s account or a_ split-check 
arrangement.” Prior to the passage 
of the act, operating companies bore 
practically all of these holding com- 
pany expenses, and, with few excep- 
tions, paid, in addition, large amounts 
in the form of profits inuring to the 
holding company. Section 13(b) of 
the act specifically forbids this prac- 
tice of profiteering and requires that 
all services be rendered “ . . . at 
cost, fairly and equitably allocated” 
among associated companies of the 
system. In addition, § 13(a) pro- 
hibits a holding company from making 
any charges to its public utility or 
service company subsidiaries for any 
services which it may perform. 

[1] We hold that the performance 
of services for a charge to operating 
companies by holding company off- 
cials, employees, or persons whose 
functions relate primarily to the func- 
tions of supervision of the holding 
company system and review of the 
activities of operating companies, cor- 
stitutes a violation of § 13(a). 

A holding company, being an arti- 
ficial entity, can, of course, perform 
services only through its officials and 
other personnel. Therefore, if the 
statutory provision of § 13(a) is to 
be given any substantive effect, it 
must include the prohibition against 
the charging of salaries and expenses 
of holding company officials and other 
personnel to the public utility operat- 
ing companies, directly or indirectly. 

In the Middle West Service Com- 
pany ™ Case, we stated: 

“Tt is true that § 13(b) permits a 
subsidiary of a registered holding 





(1942) 


10See Re Negea Service Corp. 
Holding Company Act Release No. 3790. 
48 PUR(NS) 


11Re Middle West Service Co. (1941) 
Holding Company Act Release No. 2696, 3 
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company to operate as a service com- 
pany in accordance with the rules, reg- 
ulations, and orders prescribed by the 
Commission. But it is equally true 
that § 13(a) prohibits a registered 
holding company from acting as a 
service company, and we do not be- 
lieve that § 13(a) permits a holding 
company to act through a ‘subsidiary’ 
which, as in the instant case, is com- 
pletely identical with the holding com- 
pany.” 

The Supreme Court has recognized 
this general principle. A relatively 
recent illustration is found in Electric 
Bond & Share Co. v. Securities and 
Exchange Commission (1938) 303 
US 419, 82 L ed 936, 22 PUR(NS) 
465, 475, 58 S Ct 678, 115 ALR 105, 
where the court held that whether ac- 
tivities are carried out by a holding 
company directly or carried out indi- 
rectly by their controlled subsidiaries, 
is immaterial for the purpose of de- 
termining the reach of Congress un- 
der the Commerce Clause, for “the 
constitutional authority confided to 
Congress could not be maintained if 
it were deemed to depend upon the 
mere modal arrangements of those 
seeking to escape its exercise.” 

Similar considerations require dis- 
regard of such modal arrangements 
in the enforcement of the regulatory 
provisions of the act. Otherwise, the 
accomplishment of the statutory ob- 
jectives could be impaired or defeated 
by considerations merely of form 
rather than substance. That Congress 
intended the Commission to disregard 
technical distinctions between action 
by a holding company and action by 


its controlled subsidiaries, is em- 
phasized by § 27(a) of the act, 15 
USCA § 79z-1(a), which provides: 

“It shall be unlawful for any per- 
son, directly or indirectly, to cause to 
be done any act or thing through or 
by means of any other person which 
it would be unlawful for such person 
to do under the provisions of this title 
or any rule, regulation, or order there- 
under.” 

[2] In addition, as we have held 
in the Ebasco and the succeeding serv- 
ice company cases, the allocation or 
charging of a portion of the salaries 
of holding company officials and their 
staffs through operating companies, 
directly or through the medium of 
service companies or other arrange- 
ments, violates the “fair and equitable 
allocation” standards of § 13(b). 
Service charges or allocation to operat- 
ing companies of a portion of the 
salaries and expenses of holding com- 
pany officials and persons who assist 
them in their supervisory functions 
involves mingling the cost of running 
the business of the holding company 
with the cost of rendering electric and 
gas service to consumers. It appears 
clear that § 13 was intended by Con- 
gress to prevent this confusion of 
holding company affairs with local 
utility business. The Senate report 
which accompanied S 2796 (one of 
the bills which preceded the final act) 
stated : 

“The object of this section [13] 
is not likely to require the contracts 
to be performed at cost but at the 
same time to avoid the almost impos- 
sible and wasteful task of trying to 





PUR(NS) 272, 281. For similar holdings, 
see also Re Ebasco Services, Inc. supra; Re 
The United Light & P. Service Co. 8 SEC 
738, 743, 38 PUR(NS) 120; Re New Eng- 
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land Power Service Co. (1941) Holding Com- 
pany Act Release 3135, 42 PUR(NS) 21; Re 
Negea Service Corp. Holding Company Act 
Release 3790, September 9, 1942. 
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determine what that cost is when 
operations are commingled with vari- 
ous other activities.” ™ 

It is clear that the facts involved 
in the instant case differ only in form 
from those involved in the Ebasco 
Case, supra. In each case there is a 
commingling of holding company and 
operating company functions through 
the activities of the same individuals, 
thereby making it impossible to deter- 
mine a fair allocation of the costs 
between the holding company and its 
operating subsidiaries. 

[8-5] This fundamental problem 
of levying holding company expenses 
upon the operating companies has 
been presented to us from time to time 
in specific cases and we have ac- 
cumulated sufficient experience to war- 
rant a general statement of the prin- 
ciples involved as follows: 

(1) No operating company should 
be charged or have allocated to it, di- 
rectly or through the medium of a 
service company or by any other ar- 
rangement, including treasurer’s or 
agent’s account, split-check system, or 
other devices, any portion of the 
salaries or expenses.of any person or 
persons who are holding company of- 
ficers or employees, or whose func- 
tions relate primarily to the functions 
of supervision of the holding company 
system and review of the activities of 
operating companies, their officials and 
staffs. 

(2) A corollary to the above prin- 
ciple is that no holding company offi- 
cer or person or persons whose func- 
tions relate primarily to the holding 
company functions of supervision of 
the holding company system and re- 
view of the activities of operating 

12S, R. 621, 74th Cong. Ist Sess. 36 (1935). 
48 PUR(NS) 





companies, their officials and staffs, 
should receive any compensation or 
reimbursement of expenses from any 
operating company directly or through 
a service company or any other ar- 
rangement including treasurer’s or 
agent’s account and split-check sys- 
tems. 

(3) Each service company should 
confine itself to functions which the 
operating subsidiaries cannot perform 
as efficiently and economically them- 
selves. These services should he 
limited to services of an “operating 
nature’ as distinguished from man- 
agerial, executive, or policy-forming 
functions. 

Their application in the instant pro- 
ceedings, require that respondents 
transfer all holding company functions 
and related personnel, salaries, and 
costs, to the holding company and that 
the service company restrict its func- 
tions and cost accordingly. 

In apparent recognition of these 
principles, respondents have submitted 
various changes in their servicing ar- 
rangements in an effort to resolve the 
problems presented. 


The Reorganization of System 
Servicing Arrangements 


A. Changes Made Subsequent to 
the Hearings in this Proceeding 

Subsequent to the hearings in this 
proceeding, some changes were made 
by Columbia Gas and Columbia En- 
gineering in the functions performed 
and the positions held by certain of 
the common personnel, with a view 
toward reorganizing system servicing 
arrangements on a more equitable 
basis. These changes included the 
transfer of five subordinate executive 
officers and three technical personnel, 
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with their secretarial and other assist- 
ants, from the payroll of the service 
company to that of the holding com- 
pany. The salaries and expenses of 
this personnel aggregated approxi- 
mately $75,000 per annum. 

While a step in the right direction, 
these changes, since among other mat- 
ters left the key executive holding 
company personnel on the payroll of 
the service company, were inadequate 
to satisfy the statutory standards. 


B. Proposed Further Revisions of 
the Service Company Arrangements 


As a result of conferences with the 
staff and a further review by respond- 
ents of their operations and the func- 
tions of certain of their personnel, 
respondents have proposed important 
revisions of the service arrangements 
in the Columbia system. These re- 
visions are directed toward the ob- 
jective of segregating to the fullest 
extent possible the operations and 
functions of the holding company and 
the service company and of transfer- 
ring to the holding company payroll 
the salaries and expenses of the ex- 
ecutives of the holding company and 
the staff who assist them in perform- 
ing their functions. These changes 
are summarized as follows: 

(1) Transfer to the payroll of the 
holding company the entire personnel 
in the General Executive—Adminis- 
trative and Financial Department of 
the service company. This group in- 
cludes Edward Reynolds, Walter C. 
Beckjord, Robert H. Delafield, and 
H. Edwin Olson. 


The annual payroll of this depart- 
ment, exclusive of secretaries, at the 
time of the proceedings was $173,- 
000. 
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(2) The complete elimination by 
the service company of the functions 
and expenses of the General Executive 
—Other Department. This will be 
accomplished by the transfer of cer- 
tain personnel directly to the payroll 
of the holding company and the re- 
maining personnel are to be trans- 
ferred to the payrolls of the specific 
operating companies for whom they 
are to render services. 

(3) Transfer to the payroll of the 
holding company of John B. Reid, of 
the Statistical Department, and Frank 
J. McKeeman of the News Bureau, 
together with their secretaries. 

(4) Transfer to the payroll of the 
holding company of additional per- 
sonnel of the Accounting Department 
in order to further segregate, as far 
as practicable, holding company and 
service company accounting functions. 

(5) The payment in the future, by 
the Columbia Gas, of all salaries and 
expenses incurred by the service com- 
pany in connection with Construction 
Budgets and Depreciation Policies. 

(6) The payment in the future, by 
Columbia Gas, of all salaries and ex- 
penses relating to System Operating 
Budgets. 

(7) As there are no sales activities 
at the present time, it is proposed to 
eliminate the Commercial and Gen- 
eral Sales Department. Such activi- 
ties are to be conducted by the individ- 
ual operating companies. 


(8) The service company proposes 
to utilize to the fullest extent possible 
its engineering staff in the perform- 


ance of war contracts. To the extent 
such staff is utilized, no charges are 
to be made to the operating companies 
for their salaries and expenses. In 
addition, the service company has 
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stipulated that any profits resulting 
from such activities are to be allocated 
in their entirety to the operating com- 
panies and no portion is to be distribut- 
ed to the holding company. 

(9) The service company proposes 
to pursue its present policy of re- 
ducing its costs and expenses charge- 
able to the operating companies 
wherever practicable with the further 
objective of segregating the functions 
and related costs of the holding com- 
pany and the service company and to 
reduce further the services performed 
for, and their charges to, the operating 
companies in the system. 

(10) The service company pro- 
poses to reallocate its space in the New 
York office so that the holding com- 
pany will pay for all office space used 
by its personnel and for the board 
room which the holding company will 
make available from time to time to 
the operating companies at no charge. 

(11) The service company will also 
reallocate all other overhead and 
“housekeeping” expenses to reflect 


Location 


New York 
New York 


Name 


Philip G. Gossler 
Edward Reynolds 


more adequately the changes resulting 
from the transfer of personnel and 
functions to the holding company. 

(12) The service company, as a 
result of its decreased activities, will 
reduce its capitalization from $350. 
000 to $250,000. To accomplish this, 
the service company proposes to ac- 
quire from Columbia Gas and retire 
1,000 shares of its common stock, 
$100 par value. 

(13) The service company will re- 
duce its rate of return on the remain- 
ing capital from 5 per cent to 4 per 
cent per annum, thus effecting certain 
additional savings over amounts here- 
tofore paid. 


C. The Staff and Payroll of Colum- 
bia Gas & Electric Corporation Fol- 
lowing the Proposed Reorganization 


Upon the consummation of the 
transactions immediately proposed and 
as a result of changes which have 
been effected, the personnel and pay- 
roll of Columbia Gas will be as fol- 
lows: 


Title 


Chairman of the board of Columbia Gas 
President of Columbia Gas 


Chairman of the board of Columbia Engineering 


New York 


Vice president and General Manager of Columbia Gas 
President of Columbia Engineering 

Vice president and assistant secretary of Columbia Gas 
Vice president of Columbia Engineering 

Vice president of Columbia Gas 

Vice president and assistant treasurer of Columbia Gas 
Vice president of Columbia Engineering 

Secretary and treasurer of Columbia Gas 
Assistant secretary of Columbia Gas 

Assistant treasurer of Columbia Gas 

Pensioner 


Walter C. Beckjord 


Robert H. Delafield New York 


New York 
New York 


Wilmington 
New York 
Wilmington 


W. Winans Freemen 
H. Edwin Olson 


Dale Parker 
Albert Wirsing 
Lynn H. Blount 
Thomas R. Weymouth 
Secretaries to the above 
officials : 

8 New York 

Wilmington 


New York 
New York 
New York 


2 
Frank J. McKeeman 
and 1 assistant 
John B. Reid 
Two accountants 


News Bureau 
Economist and analyst 
Financial analysts and regulatory report accountants 


48 PUR(NS) 220 





RE COLUMBIA ENGINEERING CORPORATION 


Name 
John B. Hill and 
‘Allen J. Scime 
and 27 assistants, includ- 
ing accountants, book- 
keepers, clerks, stenog- 
raphers, telephone oper- 
ators, file girls, messen- 
gers, etc. Wilmington 
Total officers and employees: 54 


Title 


Department heads 


Total annual payroll: approximately $423,000 


In addition to the above, the hold- 
ing company proposes to absorb an 
additional $80,000 of payroll from 
the service company annually, and 
overhead, including rent and other 
such expenses, in an estimated annual 
amount of $165,000. This total 
figure of $668,000 does not reflect 
certain losses in personnel and salary 
expenses since the date of the hear- 
ings which resulted either from res- 


Location 
New York 
New York 
New York 


New York 
New York 
New York 


Name 


Charles R. Bellamy 

George S. Young 

Francis B. Flahive 
and 5 assistants 

Jacob R. Harvin 

Milton C, Baldridge 

Two secretaries 

Everett D. Bivens 
and 20 assistants, includ- 
ing accountants, book- 
keepers, clerks, stenog- 
raphers, and comptome- 
ter operators 

Francis H. Crissman 
and aa 


New York 
New York 


Field 
New York 


New York 
New York 


New York 
New York 


Field 


Head 


Z 
Joseph J. Barbato 
and 18 assistants 
Howard J. Duncan 
and 17 assistants 
File Department— 
3 employees 
Robert B. Milne 
and assistants 
9 


Head 
Super 


ignations, pensions, and other causes. 


D. The Staff and Payroll of Colum- 
bia Engineering Corporation Follow- 
ing the Proposed Reorganization 


As a result of the changes which 
have been made and are contemplated, 
the following individuals will be 
carried on the payroll of Columbia 
Engineering Corporation, the service 
company : 


Title 


Vice president—Gas engineering 

Vice president—Gas transmission 

Vice president—Construction budgets, 
automotive and safety 

Secretary 

Assistant secretary 

Secretaries to Messrs. Harvin and Baldridge 

Treasurer 


system Accountant 


stenographer 


vision of service, messengers, telephone 


operators, etc. 


Auditor 


1 New York 
Andrew J. Newman and 
Harvey D. Heiby and 

7 assistants 
Cornelius W. DeForest 
and 48 assistants * 
Ben H. Gardner and 
1 assistant ** 
Louis A. Seyffert and 
2 assistants 


New York 
Cincinnati 
Columbus 


Columbus 


Tax agents 


Vice president—Electrical engineering 
Vice president—Commercial and general sales 


Vice president—Rates 
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Name Location Title 


Lloyd E. Welker and 
61 assistants 
Ernest E. Roth and 
1 assistant 
John A. Allen and 
43 assistants 
Frederick H. Deckman 
and 2 assistants 
Adolph C. Moorhaus 
John M. Simpson and 
2 assistants 


Gas engineer 
Columbus 

Geologist 
Pittsburgh 

Manager, stationery and addressing 
Columbus 

Insurance engineer 
Columbus 

Directors of purchases 

(part time) 

Columbus 
Pensioner 


Jacob S. Hoffman ae 
Total officers and employees: 273 
Total annual payroll: approximately $732,000 


* This Department is actively engaged in war contract work with nonassociates. During 
December, 1942, approximately thirty-four employees of this department rendered direct sery- 
ices on such work. Salary charges, exclusive of clerical and other overhead salary charges 
made in connection therewith, amounted to approximately $6,675 for December, 1942 (out of 
a total monthly direct payroll of approximately $12,350), which on a per annum basis would 
amount to approximately $80,000. The expenses of the war contract activities will be charged 
to the appropriate contracts. The service company has agreed that any profits from such con- 
tracts will inure to the operating companies rather than to the holding company. The alloca- 
tion of costs to these contracts and the method of distributing profits will be subject to the 
future review and determination by the Commission. 

** As there are no sales activities at the present time, this department is being discontinued, 


The total annual payroll of the 
service company, after reorganization, 
will approximate $732,000. Of this 
amount, the operating companies will 
be charged approximately $550,000, 
and the balance will be charged to the 
holding company and on account of 
war contracts. The salary expense 
of the service company, as reorgan- 
ized, chargeable to operating com- 
panies, will relate principally to the 
services performed by the personnel 
of the following departments: en- 
gineering, printing and _ stationery, 
purchasing, insurance, and field audit- 
ing, the staff of which are either 
located permanently, or spend the 
major portion of their time, in the 
field. 


Amended Contracts and Methods of 
Allocating Costs 


The service company, in order to 
reflect the decrease in functions per- 
formed and expenses incurred, has 
submitted proposed amendments to its 
contracts with the holding company 
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and with associate operating com- 
panies. These proposed amendments 
provide in substance for the complete 
elimination of certain executive and 
policy-forming functions heretofore 
conducted by the service company. 
Further modifications are proposed, 
directed principally to the revision of 
its method of allocating costs by pro- 
viding more accurate time and other 
records for the purpose of making 
direct charges each month to the serv- 
iced companies and for the allocation 
of additional rent and overhead ex- 
penses of the service company to the 
holding company. 


Capitalization and Working Capital 


The service company proposes to 
reduce its capitalization from $350; 
000 to $250,000 in reacquiring from 
the holding company 1,000 shares of 
its capital stock, par value of $100 
per share, for $100,000 in cash. 

The balance sheet of the service 
company as of November 30, 1942, 
and pro forma giving effect to the 
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proposed reduction in capital is as fol- 
lows: 


formity with the Ebasco decision, 
supra, resulting in additional annual 


Actual Assets 
at November 30, 
1942 


Restated 
(See Note) 


$228,819.44 
254,222.33 
6,117.39 


$489,159.16 


Assets 
Fixed Assets : 
Property, plant, and equipment 
Total current and working assets 
Total deferred charges 


$228,819.44 
354,222.33 
6,117.39 
Total Assets $589,159.16 
Liabilities 

Capital Stock: 

Common stock (100 par value) outstanding 
Total current and accrued liabilities 


$350,000.00 
43,083.22 


$250,000.00 
43,083.22 


Reserves : 
Retirements 
Other reserves 


134,034.46 
56,208.15 


190,242.61 


134,034.46 
56,208.15 


190,242.61 
5,833.33 5,833.33 


$589,159.16 $489,159.16 


Note: Gives effect to the acquisition (at par value) and retirement of common stock with 
an aggregate par value of $100,000. However, upon the consummation of certain proposed 
transactions involving the transfer of personnel from the payroll of the company to the pay- 
roll of Columbia Gas, certain salaries and expenses now paid by the company and recovered 
through accounts receivable billing would be paid direct by Columbia Gas. The effect of this 
would be to increase cash and decrease current amounts due from Affiliated Companies by the 


Total reserves 
Earned Surplus since December 31, 1937 


Total Liabilities 


amount of such items. 


The resulting capitalization of the 
B service company, in the amount of 
$250,000, will be represented principal- 
ly by fixed assets in the approximate 
net amount of $94,785 and net cur- 
rent and working assets in the approxi- 
mate amount of $154,931. The net 
current assets and working capital rep- 
resent approximately one and one- 
half months operating expenses. This 
ratio appears appropriate. The re- 
spondents have also agreed to reduce 
the rate of return on invested capital 
from 5 per cent to 4 per cent, in con- 


savings to the operating utilities of 
approximately $7,500. 


E. Savings to Operating Com- 
panies Resulting from Reorganization 
of Servicing Arrangements 


The savings to operating companies 
in the Columbia system as a result of 
this general management reorganiza- 
tion are illustrated in the following 
tabulation which shows a comparison 
of the service company revenues and 
expenses for the years indicated: 
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Comparison of Columbia Engineering Corporation Revenues and Expenses 


Revenues : 
Operating companies 
Holding company 
War contracts 


Expenses : 
Salaries 
Other expenses 
Depreciation 


Thus, it will be seen that the changes 
in the servicing arrangements will 
save the operating utility subsidiaries 
an estimated amount of approximately 
$475,000 per annum, or over 35 per 
cent of the aggregate servicing 
charges previously exacted from them. 


Conclusions 


Under the act and our rules, we are 
called upon to decide whether the 
proposed reorganization of respond- 
ents meets the objectives of § 13 of 
the act. It is evident that changes 
in system servicing arrangements con- 
stitute a long step forward toward 
compliance. No officer of the holding 
company will receive any compensa- 
tion, directly or indirectly, from either 
the operating companies or the serv- 
ice company. Salaries and expenses 
in connection with holding company 
functions such as general executive 
and policy-forming services, the de- 
termination of system financing, ac- 
counting and depreciation policies, re- 
view of system construction, cash and 
operating budgets, system public re- 
lations, preparation of consolidated 


Calendar Year Estimated Year 
1940 1943 
$1,294,451 


$1,658,022 


$1,640,522 


Decrease ( ) 
or Increase 
($475,161) 

( 138,255) 
134,000 


$819,290 
225,316 
134,000 


$1,178,606 


363,571 





($479,416) 





$1,081,264 $735,980 ($345,284) 


( 121,977) 
(4,654) 
($471,915) 
($ 7,500) 


financial statements and system data 
required by regulatory agencies and 
other accounting and statistical in- 
formation of a system-wide character, 
will now be borne entirely by the 
holding company. Officers of the 
operating companies, whose salaries 
are paid by operating companies, with 
two exceptions, will no longer serve 
as officers and directors of the holding 
company."® 

Thus, under the proposed reorgan- 
ization, the service company will lose 
much of its previous function as an 
agency of direction and control over 
the operating subsidiaries. To the 
extent it does, it can no longer be used 
as a medium for charging operating 
companies for the costs of control and 
supervision over the holding company 
system. These costs will now be more 
largely borne by the holding company 
rather than by the operating company 
and its consumers. Instead, the serv- 
ice company will be more restricted 
to services which partake of a purely 
operating nature and which are not 
present because of the needs of the 
holding company to supervise its in- 





$1,168,607 
$10,000 





$17,500 





13 Thomas B. Gregory, chairman of the 
board of directors of certain subsidiary com- 
panies, and Frank M. Tait, president and di- 
rector of certain subsidiary companies, retain 
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their directorships with Columbia Gas. The 

record indicates that, as individuals, they are 

on owners” of securities of Columbia 
as. 
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estments and review the activities of 
he officials and personnel of the 
operating companies. 

In addition, the service company 
ill amend its contracts with system 
ompanies to reflect the proposals 
heretofore described and to reduce its 
apitalization more in line with its 
decreased activities and has further 
agreed to reduce the rate of return 
on its invested capitalization in con- 
formance with the principles stated 
in the Ebasco decision, supra. 

It is recognized that under certain 
onditions the holding company may 
esire to make temporary use of cer- 
ain portions of the service company’s 
taff. Since managerial and policy 
making personnel and the persons who 
assist them have been largely trans- 


ployees by the holding company should 

ot be of an extensive nature. At 
his time we raise no objection to 
such limited use of the service com- 
pany’s staff but will continue to study 
its effects in this and other systems 
for possible corrective action, where 
necessary. 

Certain of the staff of the service 
ompany are now engaged in the per- 
formance of contracts with nonsys- 
em organizations in connection with 
ar activities. The expenses incurred 
by the service company will be 
harged to such nonsystem activities. 
It has been further stipulated that 
rofits from such contracts will inure 
0 the benefit of the operating com- 
panies. The allocation of costs in 
onnection with these contracts and 
h distribution of any resulting profits, 
ill be subject to our review and final 
letermination at an appropriate future 
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time. Because of the stipulations and 
agreements entered into by respond- 
ent, no question is raised at this time 
as to these activities. 

Since this proceeding was confined 
to the functions and costs of certain 
of the departments of Columbia En- 
gineering Corporation and not to its 
entire servicing activities, our findings 
and opinion should not be construed 
as a blanket approval of all servicing 
arrangements in the system. 

The many changes should prove 
helpful and beneficial with respect to 
future system operations. How ef- 
ficient the reorganized service com- 
pany will prove to be can only be de- 
termined by actual performance. Be- 
cause of our continuing jurisdiction 
and since we are of the opinion that 
the reorganization of declarant and 
other system servicing activities con- 
stitute a definite improvement over 
previous methods, and in the absence 
of any evidence warranting adverse 
findings in this proceeding, we con- 
clude that declarant, as reorganized, 
should be permitted to continue its 
operations and conduct of business as 
a subsidiary service company. 

Our determination that declarant 
should be permitted to continue its 
operations and conduct of business, 
will, however, be subject to the follow- 
ing conditions: 

(1) No change in the organization 
of the declarant, the type and charac- 
ter of the companies to be serviced, 
or the method of allocating costs to 
associate companies, and in the scope 
or character of services to be rendered, 
shall be made without first obtaining 
the approval of this Commission. 

(2) The Commission reserves the 
right to require, after notice and op- 


48 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


portunity for hearing, prospective ad- 
justments, and, to the extent that it 
appears feasible and equitable, retro- 
active adjustments of such cost alloca- 
tions, in the event that the operation 
of the declarant’s cost-allocation meth- 
od does not result in a fair and 
equitable allocation of its cost among 
the serviced associate companies. 

(3) This order is not to be con- 
strued as a ruling that the declarant 
may not be required to effect such 
other changes in its organization or 
operations as may become necessary 
in order to conform with the act or 
the present or future rules, regulations, 
or orders of the Commission. Juris- 
diction is reserved to reconsider the 
servicing activities of the declarant 
at an appropriate future time, and, 
after notice and opportunity for hear- 
ing, by order to revoke, suspend, or 
modify the permission granted to de- 
clarant to continue its operations and 
conduct of business. 


We have before us the problem of 
enforcement of the provisions of 
§§ 11(b)(1) and 11(b)(2) of the 
act, 15 USCA § 79k(b) (1) (2) with 
respect to the Columbia Gas & Ele. 
tric Corporation and its subsidiaries, 
In this connection, we deem it unnec. 
essary to consider at this time what 
changes in declarant’s operations and 
conduct of business might be required 
in the event that the application of 
§§ 11(b)(1) and 11(b)(2) affect 
the servicing arrangements presently 
in effect. 

An appropriate order will issue per- 
mitting the proposed changes in sys. 
tem servicing arrangements to be put 
into effect in accordance with this 
opinion and permitting the declaration 
with respect to the acquisition by 
Columbia Engineering from Columbia 
Gas and the retirement of 1,000 share 
of its common stock to become effec. 
tive. 





UNITED STATES CIRCUIT COURT OF APPEALS, 
FIFTH CIRCUIT 


United States 


Uv 


United Gas Corporation 


[No. 10294.] 
(134 F(2d) 339.) 


Contracts, § 14 — Construction — Intention of parties. 
1. Contracts for gas service are to be given effect according to the intentia 


of the parties, p. 227. 


Rates, § 225 — Construction of contract — Rate charged by city — Commissumge 


action. 


2. A new rate, though fixed by the Commission on appeal from an ortt 
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of a city council reducing rates, is a rate made by authority of the city 
council within the meaning of a contract providing that rates for service 
under the contract shall be increased or decreased to equal rates authorized 


by the city council, p. 227. 


Rates, § 225 — Interpretation of contract — Standard fixed by city, council — 


Limitation to domestic use. 


3. A lower gas rate made by authority of a city council, limited to gas for 
domestic use, ought to be given effect at a fort in so far as gas there is 
consumed for domestic use, but no further, when service is furnished to 
the fort under a contract providing that rates shall equal those fixed by 
the city council for like conditions of service, p. 227. 


Rates, § 1 — Meaning of “domestic uses.” 
4. Gas furnished to a fort is for domestic uses to the extent that it is 
consumed in separately metered residences in the military reservation, but 
it is not supplied for domestic uses to the extent that it is used in offices, 
warehouses, carpenter and plumbing and electric shops, motor shops, hos- 
pital, fire station, post exchange, tailor shop, gymnasium, swimming pool, 
commissary, mess halls, barracks, and latrines on the reservation, p. 227. 


[March 24, 1943.] 


PPEAL for judgment in favor of gas company suing to re- 
A cover from United States for gas furnished to fort; re- 
versed and remanded. 


Srptey, C. J.: United Gas Corpo- 
ration by due procedure sued the Unit- 
ed States in the district court to re- 
cover $2,668.14 as a balance due for 
gas furnished to Fort McIntosh Mili- 
ary Reservation at Laredo, Texas, 
between the dates February 20, 1938, 
and June 30, 1940. This balance is 
he difference between bills figured on 
a rate of 67.5 cents per thousand cu- 
bic feet and a rate of 55 cents which 
as paid. By counterclaim the Unit- 
ed States asserted that under its con- 
racts with the gas corporation it was 
entitled to a rate of 55 cents since Jan- 
ary 1, 1932, the date that such rate 
became effective under an order of the 
exas Railroad Commission, so that 
t not only did not owe what was sued 
or, but was entitled to recover back 
an excess paid of $7,648.82. 

[1-4] The facts were mainly stip- 
lated, and are not in dispute. The 


227 


original contract was made in 1925 
with a predecessor gas company, but 
has been assumed and continued by 
United Gas Corporation until June 
30, 1940. It states that gas is to be 
furnished for fuel purposes through 
the company’s pipes and meters, the 
meter to be read each month and test- 
ed once each year, bills to be rendered 
and paid monthly, at a flat rate of 67.5 
cents per thousand feet. “Change of 
rates. If during the life of this con- 
tract the city council, Laredo, Texas, 
having jurisdiction, authorizes rates 
that are higher or rates that are lower 
than those stipulated herein for like 
conditions of service, the contractor 
hereby agrees to continue to furnish 
gas as stipulated in this contract and 
the United States agrees to pay for 
such gas at the higher or lower rates 
from and after the date such rates are 
made effective.’ Later the gas compa- 
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ny was given a license to operate gas 
pipes in the reservation on condition 
that the United States be supplied gas 
at rates which should “never exceed 
those charged other customers fur- 
nished gas under similar conditions of 
service”; and an easement conditioned 
that gas rates “shall never exceed the 
most favorable rates granted by the 
grantee for similar gas service.” The 
city of Laredo in 1931 ordered a rate 
of 40 cents for gas “for domestic 
use,” which on appeal to the Railroad 
Commission was made 55 cents, effec- 
tive January 1, 1932. No other 
change in rates was made. The Unit- 
ed States contends that it is entitled 
to the rate of 55 cents on all of its gas 
since that date. The gas corporation 
contends that the “conditions of serv- 
ice’ to domestic users in Laredo are 
not like those on the reservation, so 
that the change in rate has no effect on 
the rate of the United States. The 
district judge held with the gas cor- 
poration. Hence this appeal. 

The contracts involved are to be 
given effect according to the intention 
of the parties. The new rate, though 
fixed by the Railroad Commission on 
appeal, was initiated by the city coun- 
cil, and is clearly a lower rate made by 
authority of the city council within 
the meaning of the original contract. 
It was, however, expressly limited to 
gas for “domestic use.” We are of 
opinion that it ought to be given effect 
at Fort McIntosh in so far as gas 
there was consumed for domestic use, 
but no further, because to that extent 
only was the rate for like service. The 
evidence shows that in the military 
reservation there is a meter for each 
building ; more than a hundred meters 
in all, each read and billed every 
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month. Of these 49 are listed as res. 
idences. The gas service in these reg. 
dences is precisely what it is in a dwel. 
ing in the city of Laredo. The sok 
difference is that only one itemize 
bill is rendered instead of 49 bilk 
The use of the gas in these residences 
is strictly domestic use. 


Other meters serve offices, ware. 
houses, carpenter and plumbing an( 
electric shops, motor shops, hospital 
fire station, post exchange, tailor shop, 
gymnasium, swimming pool, commis. 
sary, mess halls, barracks, and latrines, 
These do not appear to be domestir 
uses, in the vocabulary of rates, ané 
are not similar to domestic uses in the 
city. The original contract refers t/ 
the Laredo rate structure as it ther 
was (and as it still remains except foy 
the change of rate for domestic use 
in a statement at its end that the cor. 
tract rate of 67.5 cents is not in ex 
cess of the lowest rates now availablf 
to any prospective customer unt 
like conditions of service. The rate 
available were: No. 1, 75 cents pe 
thousand cubic feet, subject to dis 
count of 10 per cent if paid within te 
days from date of bill, “applicable ti 
natural gas service for cooking, wat 
heating, space heating, and other do 
mestic appliance uses in residences, in 
dividual family apartments, and com 
mercial establishments for which 1 
specific schedule is provided.” No.! 
rate, 60 cents per thousand cubic fed 
with like 10 per cent discount, appl 
cable to hotels, restaurants, and bak 
eries, and central heating plants. No 
3, No. 4, and No. 5, still lower, wet 
applicable to large boilers, schoo 
churches and municipal buildings, atl 
industrial establishments of large ¢ 
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pacities. Now the rate of 67.5 cents 
siven the United States is rate No. 1 


It is 
higher than each of the other rates. 
he acceptance of it then, and in re- 
ewals prior to this dispute, as not in 
excess of other available rates for like 
onditions of service, indicates to us 
hat the contracting parties have rec- 
pgnized that the service at the fort was 
ot like that under rates Nos. 2, 3, 4, 
pr 5, which were lower, but were like 
hat under No. 1, which rate was 
ndopted as the lowest then available, 
he discount being allowed at all 
pvents. The service at the fort, com- 







pared with that under rate No. 1, was 
domestic in part, and in part commer- 
cial for which no specific schedule was 
provided. The effect of the Railroad 
Commission’s order was to create a 
new rate of 55 cents for domestic 
uses, but to leave rate No. 1 other- 
wise in force. In so far as the use at 
the fort was domestic, that is in homes 
or in residence apartments, the Unit- 
ed States is entitled to the benefit of 
the new rate. Otherwise, its rate 
stands unchanged. 

The judgment is reversed and the 
cause remanded for further proceed- 
ings not inconsistent with this opinion. 





MISSOURI PUBLIC SERVICE COMMISSION 


e Laclede Power & Light Company et al. 


[Case No. 10,263.] 


onsolidation, merger, and sale, § 24 — Single unified system — Advantages. 


1. Unification of the electric public utility industry in a city under a single 
corporate and operating entity, by transfer of properties, should be ap- 
proved on the ground that in the modern economic system, complemented 
by adequate and efficient regulation, a single source of public service of a 
given nature is more desirable than two or more separate agencies, p. 232. 


onsolidation, merger, and sale, § 42 — Condition as to rates. 
2. Rates charged by a company transferring its property to another com- 
pany within the same metropolitan area should be continued by the pur- 
chaser until changed by order of the Commission where the rates of the 
purchaser are higher because of a franchise requirement for payment of 
a percentage of revenues to a municipality, p. 234. 


ranchises, § 50 — Transfer — Public interest — Tax. 
3. Transfer of a franchise by one public utility to another, along with a 
transfer of properties within a city where both companies operate, is not 
shown to be contrary to the public interest although the company to which 
the franchise is transferred operates under a franchise requiring a payment 
of a gross receipts tax to the city, p. 234. 


onsolidation, merger, and sale, § 52 — Purchase price — Relation to rates. 


4. A purchase price of utility properties fixed by contract was approved 
for the purposes of the case, specifically excluding any relation to present 


or future rates, p. 234. 
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Consolidation, merger, and sale, § 42 — Conditions — Acceptance of reorganix 
tion plan — Purchaser not party to reorganization. 

5. Approval of the transfer of electric properties within a metropolit 

area by companies involved in a reorganization to another company whid 

is not a party to the reorganization should be conditional upon the partig 

to the reorganization proceeding accepting the terms of the Commissior| 

report and order approving a plan of reorganization in a report and ort 

concurrent with Commission approval of the property transfer, when t 

entire plan of reorganization, including the disposal of the electric pro 
erties, is considered by the Commission as an entity, p. 235. 


[March 24, 1943. Rehearing denied April 10, 1943.] 
PPLICATION for approval of transfer of electric properties 
A and franchises; granted subject to conditions. See concur- 
rent report and order in Re Laclede Gas Light Co. post, p. 236. 


¥ 


By the Commission: This case is er things, that no gas or electric co 


before the Commission upon a joint 
application filed September 1, 1942, 
by Laclede Power & Light Company, 
The Laclede Gas Light Company, and 
the Phoenix Light, Heat and Power 
Company, for authority to sell, and 
by Union Electric Company of Mis- 
souri for authority to purchase, all of 
the property, rights, and franchises 
presently used by the Laclede Power 
& Light Company and for The La- 
clede Gas Light Company to lease cer- 
tain property to the Union Electric 
Company of Missouri. 

The authorities sought herein are 
an integral step in the plan of reor- 
ganization of The Laclede Gas Light 
Company, approval of which is sought 
concurrently in Case No. 10104, 
heard on a joint record with this case, 
post, p. 236. Contemporaneously 
with the release of this report and or- 
der the Commission is issuing a re- 
port and order in Case No. 10104, ap- 
proving the plan of reorganization 
with certain modifications. 

This application is before the Com- 
mission pursuant to the provision of 
§ 5651, Revised Statutes of Missou- 
ri, 1939, which provides, among oth- 
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poration shall sell, assign, lease, trans 
fer, mortgage, or otherwise dispo 
of any franchise or properties neces 
sary to the public service without ¢ 
taining authority from the Comm 
sion. 

A hearing on the application wa 
held in St. Louis, Missouri, on Octo 
ber 15 and 16, 1942, at which timed 
interested parties were given an 9 
portunity to be heard. Evidence aml 
testimony were submitted respectim 
the properties proposed to be tra 
ferred, the financial and operatim 
conditions of the applicants, the feas 
bility of the integration, the resulting 
rate structure and other relevant ma 
ters. The hearing was adjourned t 
December 1, 1942, upon which date! 
was reconvened at Jefferson City, Mi 
souri, and the interested parties wef 
given another opportunity to be heatt 
The case was then submitted on ti 
record. 

The hearing at St. Louis was | 
fore the entire Commission, and thi 
at Jefferson City before three met 
bers of the Commission. The appedt 
ances entered were: Lon O. Hodl 
and Joseph H. Grand, for Ladle 
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ower & Light Company; Guy A. 
hompson, Henry J. Kaltenbach, Jr., 
d Robert W. Otto, for The Laclede 
as Light Company and Phoenix 
ight, Heat & Power Company; 
obert J. Keefe, John A. Wood- 
ridge, and Victor A. Wallis, for Un- 
on Electric Company of Missouri; 
aylor Sandison and George L. Ro- 
ertson, for the Office of Price Ad- 
inistration; John L. Phillips and 
awrence L. Bradley, for the Attor- 
ey General of Missouri; Joseph F. 
olland, Forrest G. Ferris, Jr., and 
eorge L. Stemmler, for the City of 
st. Louis; Crawford Johnson, for St. 
ouis Union Trust Company; R. J. 
ockwood, for the Board of Trustees 
Bellefontaine Cemetery ; Adolph M. 
oenny and Leonard J. Holland, for 
ertain preferred stockholders; John 
P. Randolph, Geo. B. Coleman, and 


filton M. Kinsey, for the Commis- 
ion. 


Laclede Power & Light Company, 
ometimes referred to herein as La- 
lede Electric, is a Missouri public 
tility incorporated January 18, 1926. 
aclede Electric is engaged in the pro- 
uction, purchase, distribution, and 
ale of electricity in the city of St. 
ouis, and maintains its principal of- 
ce at 1017 Olive street, St. Louis. 
aclede Electric supplies approximate- 
15 per cent of the electric energy 
sed in St. Louis through a system 
bmprising property owned and prop- 
ty leased from The Laclede Gas 
ight Company and Phoenix Light, 
leat and Power Company. The 
ased property is fully described in a 
ase and agreement of purchase and 
ble, dated December 23, 1926, and 
bmetimes referred to herein as the 
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The Laclede Gas Light Company, 
sometimes referred to herein as La- 
clede Gas, is a Missouri corporation, 
created by a special act of the Missou- 
ri legislature on March 2, 1857, as 
amended by acts of March 3, 1857 and 
March 26, 1868. Laclede Gas is en- 
gaged in the manufacture, purchase, 
production, and sale of gas within the 
city of St. Louis, and also produces 
and sells a substantial amount of re- 
siduals derived from the manufacture 
of gas. Its principal office is located 
at 1017 Olive street, St. Louis. La- 
clede Gas owns electric property which 
is operated by Laclede Electric under 
the terms of the 1926 Lease. 

Phoenix Light, Heat and Power 
Company, sometimes referred to here- 
in as Phoenix, was incorporated Oc- 
tober 10, 1896, with corporate pow- 
er to own and operate property as an 
electric utility. Phoenix has, since its 
incorporation, been an inactive sub- 
sidiary of Laclede Gas. 

Union Electric Company of Mis- 
souri, sometimes referred to herein 
as Union, is a Missouri public utility 
incorporated on November 21, 1922, 
under the name of Missouri Electric 
Light and Power Company. Union 
is engaged in the production, pur- 
chase, transmission, distribution, and 
sale of electricity in the city of St. 
Louis and in five counties near St. 
Louis and in Miller county, Missouri. 
Union also owns and operates a hydro- 
electric plant on the Osage river, com- 
monly known as Bagnell dam, and the 
transmission lines connecting the plant 
with its system centering about St. 
Louis. Union supplies approximate- 
ly 85 per cent of the electricity sold in 
St. Louis, as well as steam for heat- 
ing purposes in downtown St. Louis. 
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Laclede Electric, Laclede Gas, and 
Phoenix now seek authority to trans- 
fer and convey to Union all of the 
properties, rights, and franchises 
presently used by Laclede Electric in 
the conduct of its electric utility busi- 
ness, with the exception of certain 
property of Laclede Gas which will be 
leased to Union, for the base price of 
$8,600,000 at March 31, 1942, to be 
adjusted for changes in conditions be- 
tween that date and the time of con- 
summating the sale. The complete de- 
tails of the property to be transferred 
and leased as well as the agreed ad- 
justments of the base price are con- 
tained in the Agreement for the Sale 
of Electrical Properties, dated August 
12, 1942, executed by the applicants. 

There is a wealth of testimony and 
evidence in the record in support of 
and in opposition to the proposed 
transfer of the properties. We deem 
it unnecessary to recite herein all the 
contentions of the parties, but shall 
confine our discussion to a statement 
of the principles generally agreed up- 
on and to the disposition of the con- 
troversial subjects. 

[1] This application seeks to uni- 
fy under a single corporate and oper- 
ating entity the electric public utility 
industry in St. Louis. There is no 
doubt that, in our modern economic 
system, complemented by adequate and 
efficient regulation, a single source of 
public service of a given nature is 
more desirable than two or more sep- 
arate agencies. ‘This principle is too 
well known to require further elabo- 
ration here, but in this instance we are 
cognizant of (1) the first bona-fide 
attempt to integrate a public utility in- 
dustry in Missouri’s largest metro- 
politan area, (2) an opportunity to 
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reduce the cost of furnishing utility 
service in St. Louis by the elimination 
of duplicate facilities and organiza. 
tions, (3) the enhancement of public 
safety by relieving congestion in pub. 
lic trafficways upon the elimination of 
certain duplicate facilities, (4) a great. 
er assurance of financial stability of 
the source of supply to the present 
customers of Laclede Electric, inas. 
much as it is not in as desirable a f. 
nancial condition as the Union, and 
the future does not promise improve. 
ment, (5) a greater assurance to the 
present customers of Laclede Electric 
of uninterrupted service, by reason of 
the more diversified system of Union, 
and (6) the fact that the sale of the 
property of Laclede Electric is entire. 
ly consistent with requirements of the 
Securities and Exchange Commission 
respecting Ogden Corporation, parent 
of Laclede Electric. 

The contentions in opposition to 
the proposal are (1) that the present 
customers of Laclede Electric, upon 
becoming customers of Union, would 
be charged in accordance with Union 
rates; (2) that the proposed transfer 
of the franchises to Union is unneces- 
sary and could possibly operate to the 
detriment of the public interest; (3) 
that the purchase pricé is excessive; 
(4) that the authority sought herein, 
if granted, should be made contingent 
upon consummation of the plan of re 
organization of Laclede Gas. 

The Office of Price Administration, 
the attorney-general of Missouri and 
the city of St. Louis objected strenu 
ously to the granting of the authority 
on the grounds that, Union’s present 
ly filed rates for electric service being 
in excess of those charged by Lacled# 
Electric, some 40,000 customers 4 
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fected would be required to pay ap- 
proximately $172,000 more annually 
under the rates of Union than if they 
were charged at Laclede Electric rates. 
The objections were based upon the 
premise that as soon as the sale was 
consummated the Union rates would 
automatically become effective against 
customers of Laclede Electric. Coun- 
sel for the applicants disputed said 
premise and stated at the hearing and 
in their respective briefs that this is 
not a rate case, and cited precedents 
wherein the Commission had author- 
ized mergers or acquisitions and per- 
mitted the resulting entity to maintain 
the previous rate schedules until 


changed in accordance with the regu- 
lar procedure of the Commission. 
The rates of Laclede Electric in ef- 
fect are somewhat lower as to certain 
classes of service than the correspond- 


ing rates provided for in the rate 
schedules of Union. 


Union asserts that the differential 
is accounted for in large part by the 
fact that it is required to and does pay 
to the city of St. Louis, annually, an 
amount equal to 5 per cent of its to- 
tal receipts from sales of electricity 
for franchise rights granted by city 
ordinance; that Laclede Electric does 
not operate under a city franchise or- 
dinance, and therefore does not make 
such payments to the city; that if Un- 
ion, after acquiring the Laclede Elec- 
tric properties as proposed, should pay 
to the city 5 per cent of the amount 
of its sales of electricity delivered 
through the facilities to be acquired, 
as contemplated, such payments would 
constitute operating costs which La- 
clede Electric has not borne. 

Union also asserts that its greater 
and more diverse generating facilities 
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provide better assurance against in- 
terruption of the supply of electricity 
to its customers and more stable serv- 
ice than that furnished by Laclede 
Electric. Moreover, Union asserts, 
the experience of Laclede Electric 
and its present financial position 
give rise to the question whether 
the rates now being charged by La- 
clede Electric are adequate, a ques- 
tion which can be determined only aft- 
er an extensive investigation. 

For the reasons stated, it is the po- 
sition of the Union that the presently 
effective rates of Laclede Electric 
should not be regarded as any meas- 
ure of the rates to be charged by Un- 
ion after acquisition of the properties 
in question. However, Union does 
not, in this proceeding, seek the sanc- 
tion of the Commission for a differ- 
ent rate but suggests that that matter 
be deferred, subject to the conditions 
hereinafter stated. 


The evidence shows that Union and 
Laclede Electric propose to arrange a 
temporary interconnection of maxi- 
mum capacity of 12,000 kilovolt am- 
peres for exchange of electric energy 
between the two properties and that 
immediately upon acquisition of the 
property Union may arrange for some 
additional interconnection between 
the systems. Nevertheless, complete 
integration of the properties so as to 
create one system will require a sub- 
stantial amount of time. Such unifi- 
cation will necessarily proceed gradu- 
ally and the time required to complete 
it will depend upon availability of re- 
quired materials, necessary manpow- 
er, and other economic conditions. 

The evidence also shows that it is 
not now possible to determine the ex- 
act time when the transfer will take 
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place. The contract contemplates 
transfer on or before December 31, 
1943, and permits cancellation if the 
transfer should not be effected by that 
time. But it also provides for exten- 
sion of the time by mutual consent, 
and it seems to be contemplated by the 
parties that such an extension may be 
agreed to if justifiable under the con- 
ditions at the time. What the eco- 
nomic conditions will be at the time 
the transfer occurs is not predictable. 

The Commission has taken into ac- 
count the public policy evidenced by 
recently enacted Federal laws, par- 
ticularly the Act of October 2, 1942 
(Public Law 729, 77th Cong. 2nd 
Sess.) entitled “An Act to Amend the 
Emergency Price Control Act of 
1942, to Aid in Preventing Inflation, 
and for Other Purposes” and the or- 
ders by Federal authorities which 
have been issued pursuant to that Act. 

[2] In view of all of the circum- 
stances shown by the evidence it is the 
opinion of the Commission that, sub- 
ject to the conditions hereinafter ex- 
pressed, the rates now charged by the 
Laclede Electric should be continued 
by Union until changed as hereinafter 
provided. 

[3] The attorney general of Mis- 
souri, the city of St. Louis, and the 
preferred stockholders of Laclede 
Gas objected to the transfer by La- 
clede Electric to Union of the fran- 
chises under which Laclede Electric is 
presently operating. The preferred 
stockholders’ objection was based up- 
on the contention that the franchise 
belonged to Laclede Gas, being leased 
to Laclede Electric. However, the 
1926 Lease specifically states that the 
franchise of Laclede Gas to own and 
operate an electric utility was trans- 
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ferred to Laclede Electric upon exe. 
cution of the 1926 Lease. The attor. 
ney general and the city object to the 
transfer of the franchise on the gener. 
al grounds that it will be unnecessary 
to Union’s operation and that, if trans. 
ferred, it may later be invoked to 
evade the tax obligation attached to 
Union’s franchise in the city of S 
Louis. The applicants contend that 
the franchise is the property of La. 
clede Electric and, in the absence of 
proof of detriment to the public inter. 
est, the owner has the constitutional 
right to sell. Union further avers 
that it would not consider purchasing 
physical properties, and neglecting to 
acquire the franchise which might 
eventually fall into other hands. It is 
our opinion that there is no showing 
contrary to the public interest in the 
transfer of the franchise. 

[4] The base purchase price at 
March 31, 1942, as previously stated, 
is $8,600,000. The city of St. Louis 
contends that the price is excessive in 
view of the fact that much of the prop- 
erty is admittedly duplicative of pres 
ent Union property. The city pro 
poses that the Commission require its 
accounting staff to audit all the figures 
prior to their recording by Union in 
order to preclude their entering into 
a future rate proceeding. We here 
repeat that this is not a rate case and 
any values, costs, or estimates herein 
can have no bearing on present or ft- 
ture rates. Further, the witness for 
Union stated that his company will fol. 
low the provisions of the Uniform 
System of Accounts prescribed by the 
Commission. The record shows that 
various estimates of reproduction 
cost depreciated and original cost of 
the property range from $12,000,000 
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to $14,000,000 at June 30, 1941. A 
witness for Laclede Electric testified 
that in view of the circumstances con- 
fronting Laclede Electric and upon 
consideration of the earnings record, 
in his opinion the contract price was 
entirely satisfactory in spite of the 
higher estimates of cost. For the pur- 
poses of this case, specifically exclud- 
ing any relation to present or future 
rates, we approve the contract price. 

[5] The city of St. Louis requests 
that the granting of the authority 
sought herein, if the sale is approved, 
be made contingent upon the Commis- 
sion’s approval of the plan of reorgan- 
ization of Laclede Gas in Case No. 
10104. Union states that this pro- 
posal is unacceptable to it inasmuch as 
Union is not a party to the plan of re- 
organization and has no _ interest 
therein. 

The plan provides one of several 
methods of extinguishing the mort- 
gage lien on the properties, which lien 
must be removed before the sale can 
be effected. In the original applica- 
tion in Case No. 10104 authority was 
sought for the sale of the properties 
to Union, although Union was not an 
applicant therein. Since both buyer 
and seller must apply to the Commis- 
sion for authority to transfer proper- 
ty, the application in this case is the 
sole application for authority to sell. 
The entire plan of reorganization, in- 
cluding the disposal of the electric 
properties, is considered by us as an 
entity. Therefore, we see no objec- 
tion to approving the proposed sale 
contingent upon approval of the plan 
of reorganization. Rather, inasmuch 
as the Commission is approving the 
reorganization plan as modified by us 
in a concurrent report and order, it is 
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our opinion that the authority to 
transfer the property should be made 
contingent upon acceptance of our or- 
der approving the reorganization 
plan. 

Upon full consideration of the rec- 
ord in this case, the Commission is of 
the opinion that the authority sought 
herein is reasonable and in the public 
interest ; and that, subject to the modi- 
fications expressed herein, the author- 
ity should be granted. 

It is, therefore, 

Ordered: 1. That Laclede Power 
& Light Company, The Laclede Gas 
Light Company, and Phoenix Light, 
Heat and Power Company be and are 
hereby authorized to sell, transfer, 
and convey, and Union Electric Com- 
pany of Missouri be and is hereby au- 
thorized to purchase, acquire, own, 
and operate, the electric utility prop- 
erties, rights, and franchises fully de- 
scribed in the Agreement for the Sale 
of Electrical Properties filed in this 
case. 

Ordered: 2. That the considera- 
tion to be paid for the properties, 
rights, and franchises mentioned in 
Ordered: 1 shall be the base price of 
$8,600,000 at March 31, 1942, ad- 
justed to the date of consummation 
of the sale in accordance with the 
terms of the Agreement for the Sale 
of Electrical Properties. 

Ordered: 3. That the Laclede Gas 
Light Company and Union Electric 
Company of Missouri be and are here- 
by authorized to execute a lease of cer- 
tain properties of the former, as fully 
described in and in accordance with 
the terms and provisions of, the 
Agreement for the Sale of Electrical 
Properties. 
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Ordered: 4. That the rates of the 
Laclede Power & Light Company in 
effect at the time of the transfer of 
the properties herein authorized shall 
be continued in effect by Union Elec- 
tric Company of Missouri for service 
furnished by Union Electric Company 
of Missouri to those who are custom- 
ers of the Laclede Power & Light 
Company at the time of the transfer 
and who elect to continue to receive 
service to the same premises through 
facilities acquired from the Laclede 
Power & Light Company and under 
the same conditions of service unless 
and until such rates be canceled or 
changed in whole or in part, either 
prior to, at or after the time of such 
transfer, by order of this Commission, 
after notice and opportunity for hear- 
ing and, if upon the initiative of the 
Union Electric Company of Missou- 
ri, upon notice given by it to the Com- 
mission at least thirty days prior to 
the proposed effective date of such 
cancellation or change, which notice 
shall set forth the nature of the pro- 
posed cancellation and change in rates. 

Ordered: 5. That the authority 
granted herein shall apply only after 
the applicants in Case No. 10104 have 


indicated their acceptance of the 
terms of the report and order, en. 
tered this date in Case No. 10104, ap. 
proving a plan of reorganization. 

Ordered: 6. That nothing herein 
shall be construed as a finding by the 
Commission of the value, for rate. 
making purposes, of the properties in. 
volved; nor as an acquiescence in the 
values placed thereon by the parties, 

Ordered: 7. That the authority 
granted herein shall be exercised with- 
in one year of the date of this order. 

Ordered:' 8. That within ninety 
days of the exercising of the author- 
ity granted herein the grantees shall 
file with the Commission certified 
statements showing the particulars 
thereof. 

Ordered: 9. That this order shall 
take effect ten days after the date here- 
of and that the secretary of the com- 
mission shall forthwith serve a certi- 
fied copy hereof upon all interested 
parties, and that said parties are here- 
by required to notify the Commission 
before the effective date of this order, 
in the manner prescribed by § 5601, 
Revised Statutes of Missouri, 1939, J 
whether the terms of this order are 
accepted and will be obeyed. 
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Re Laclede Gas Light Company et al. 


[Case No. 10,104.] 


Valuation, § 51 — Reorganization purposes — Securities. 
1. The Commission, in passing on the basis for outstanding debt under a 
reorganization plan, is obliged to consider not only original cost but other 
elements such as duplication cost, present condition, earning power at rea- 
sonable rates, and all other relevant matters, p. 242. 


48 PUR(NS) 


236 





of the 
ler, en- 
04, ap. 
on. 

herein 
by the 
r frate- 
ties in- 
in the 
parties, 
thority 
1 with- 
order, 
ninety 
wuthor- 
S shall 
rtified 
iculars 


r shall 
e here- 
2 com- 
 certi- 
rested 
> here- 
lission 
order, 


5601, 


1939, | 


er are 


RE LACLEDE GAS LIGHT CO. 


Security issues, § 91 — Amount in relation to fair value — Reorganization. 


2. Authority to issue long-term obligations under a reorganization plan 
which is expected eventually to result in an attractive financial structure 
should not be denied when the capitalization will not exceed the fair value 
of the property, although the amount is considered excessive on an original 
cost basis, p. 242. 


Corporations, § 21 — Reorganization — Preservation of jurisdiction — Account- 
ing. 
3. Jurisdiction should be reserved to determine the question whether a 
company being reorganized should carry fixed assets at an amount ex- 
ceeding original cost figures, and nothing in the opinion approving the re- 
organization should be construed as approving the amount at which the 
company proposes to carry its assets, p. 243. 


Dividends, § 6 — Restriction — Excessive mortgage debt. 

4. Approval of a reorganization plan resulting in an excessive mortgage 
debt should be subject to a provision that any surplus shown on the books 
of the company as of the date of the issuance of the securities authorized 
shall be unavailable for the payment of dividends and that any earned sur- 
plus accruing subsequent to such date, to the extent of an amount con- 
sidered proper by the Commission, shall likewise be unavailable for the 
payment of dividends, p. 247. 


Evidence, § 10 — Judicial notice — Rate orders of Federal Commission. 
5. A state Commission must take judicial notice of recent decisions and 
orders of the Federal Power Commission substantially reducing gate rates 
for natural gas, p. 248. 


Corporations, § 22 — Reorganization plan. 
Discussion of a proposed reorganization plan before the Missouri Com- 
mission having the objective of meeting impending maturities of securities, 
permitting compliance with requirements of Securities and Exchange Com- 
mission, improvement of capital structure, and disposition of electrical 
properties affiliated with reorganized gas company, p. 240. 


Consolidation, merger, and sale, § 24 — Integration of local gas companies. 
Discussion of the desirability of integrating local gas companies by means 
of a consolidation, to the end that a metropolitan area may be served by one 
single company in order to eliminate duplications in cost, especially with 
respect to operating, management, and general overhead costs, which would 
redound to the benefit of the general public and result in improved service 
and cheaper rates, p. 246. 


Service, § 332 — Gas — Change to natural gas. 


Discussion of the advisability and desirability of substituting straight nat- 
ural gas for mixed gas being distributed by a gas company under reorgani- 
zation, with a consideration of the effect of war on a change-over, p. 247. 


[March 24, 1943.] 


PPLICATION for approval of plan of reorganization under 
A state laws; granted. See concurrent report and order in 
Re Laclede Power & Light Co. ante, p. 229. 
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By the Commission: This case is 
before the Commission on an appli- 
cation filed by The Laclede Gas Light 
Company, Laclede Power & Light 
Company, and Ogden Corporation. 
The petitioners seek the approval of 
this Commission to a plan of re- 
organization under § 5657, Revised 
Statutes of Missouri, 1939. 

An essential step in the plan is the 
sale of the property now being operat- 
ed by Laclede Power & Light Com- 
pany to Union Electric Company of 
Missouri. The authorization for the 
sale was sought by Laclede Power & 
Light Company, The Laclede Gas 
Light Company, Phoenix Light, Heat 
& Power Company, sellers, and Union 
Electric Company of Missouri, buyer, 
in applications made by those com- 
panies. Such applications were heard 


in Case No. 10,263, ante, p. 229, just 
prior to Case No. 10,104, and the 


records of both the cases were com- 
bined. Simultaneously with the hand- 
ing down of this order, the Commis- 
sion is handing down an order in said 
Case No. 10,263 approving the sale 
of the properties to Union Electric 
Company of Missouri. 

A hearing on the applications was 
held in St. Louis, on October 16 and 
17, 1942, before the entire Commis- 
sion, and all interested parties were 
given an opportunity to be heard. 
Testimony and supporting evidence 
were offered respecting the fairness, 
feasibility, and equities of the plan, 
the financial condition of The Laclede 
Gas Light Company and Laclede 
Power & Light Company, the cost and 
value of the properties involved and 
other matters relevant to the proceed- 
ing, and the case was then submitted 
on the record. 
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The appearances at the hearin 
were: Henry J. Kaltenbach, Jr., Rob. 
ert W. Otto, and Guy A. Thompson, 
for The Laclede Gas Light Company: 
Lon O. Hocker and Joseph H. Grand 
for Laclede Power & Light Com. 
pany; Henry J. Kaltenbach, Jr., Rob. 
ert W. Otto, and Guy A. Thompson, 
for Phoenix Light, Heat and Power 
Company ; Richard Jones and Horace 
J. McAfee, for Ogden Corporation: 
Joseph F. Holland, Forrest G, Ferris, 
Jr., and George L. Stemmler, for the 
city of St. Louis; Crawford Johnson, 
for St. Louis Union Trust Company; 
R. J. Lockwood, for Board of Trus. 
tees, Bellefontaine Cemetery; Adolph 
M. Hoenny and Leonard J. Holland, 
for certain preferred stockholders; 
John P. Randolph, Geo. B. Coleman, 
and Milton M. Kinsey, for the Con- 
mission. 

The Laclede Gas Light Company, 
sometimes referred to herein as La- 
clede Gas, is a Missouri public utility 
corporation created by special act of 
the Missouri legislature on March 2, 
1857, as amended by acts of March 
3, 1857, and March 26, 1868. La- 
clede Gas is engaged in the manufac- 
ture, purchase, distribution, and sale 
of gas within the corporate limits of 
the city of St. Louis, and maintains 
its principal office at 1017 Olive 
street, St. Louis. Laclede Gas is one 
of the oldest corporations operating 
in Missouri, having continuously sup- 
plied gas to consumers in the city of 
St. Louis since 1873. The territory 
served comprises the largest metropol- 
itan area in Missouri and one rela- 
tively old by comparison with similar 
localities in the Middle West. The 
normal population of St. Louis is 
nearly 817,000, however the influx 
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following the recent concentration of 
important war industries has in- 
creased the number of inhabitants. 

Laclede Gas formerly operated an 
electric department and still owns an 
electric generating plant and an elec- 
tric distribution system, subject, how- 
ever, to a Lease and Agreement of 
Purchase and Sale dated December 
23, 1926. The company ceased to 
operate its electric department after 
entering into said lease and agree- 
ment, and since the same became ef- 
fective these properties have been 
operated by the lessee, Laclede Power 
& Light Company. 

Laclede Power & Light Company, 
sometimes referred to herein as La- 
clede Electric, is a Missouri public 
utility incorporated under the general 
corporation laws of Missouri on Jan- 
uary 18, 1926. Laclede Electric is 
engaged in the production, purchase, 
distribution, and sale of electricity in 
the city of St. Louis, and maintains 
its principal office at 1017 Olive street, 
St. Louis. Laclede Electric supplies 
approximately 15 per cent of the elec- 
tric energy used in St. Louis, the 
Union Electric Company of Missouri 
supplying the balance. 

Ogden Corporation, sometimes re- 
ferred to herein as Ogden, was in- 
corporated under the laws of the state 
of Delaware, on August 4, 1939. Of 
the 23,330 shares of the outstanding 
preferred stock of Laclede Gas, Og- 
den owns 5,345 shares, or 22.91 per 
cent, and of the outstanding common 
stock of 107,000 shares, 90,466 
shares, or 84.55 per cent. Of the out- 
standing common stock of the Laclede 
Electric, amounting to 35,993 shares, 
Ogden owns 32,391 shares, or 89.99 
per cent. Being the owner of a ma- 
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jority of these outstanding capital 
stocks, Ogden controls the affairs and 
management of the Laclede Gas and 
Laclede Electric and is registered with 
the Securities and Exchange Commis- 
sion under the holding company act 
and likewise the two subsidiaries are 
subject to certain provisions of that 
act. 

Laclede Gas for a number of years 
has been experiencing financial diffi- 
culties, and during that time has paid 
no dividends on its common or pre- 
ferred stocks, neither has it been able 
to refund certain long-term obliga- 
tions upon maturity. 

Prior to the present war, Laclede 
Gas placed in effect a promotional rate 
program which has proven satisfac- 
tory and, upon a return to more nor- 
mal conditions, it is reasonable to as- 
sume that a reduction in the reorgan- 
ized capital structure of approximate- 
ly $13,700,000, and a saving in an- 
nual fixed charges of approximately 
$1,000,000, will place Laclede Gas in 
a healthy condition for the future; 
funding of its obligations as well as 
the making of extensions, improve- 
ments, and acquisitions of property, 
and thereby increase the earning ca- 
pacity in the territory served now and 
in the future. 

The applicants originally filed a 
plan of reorganization dated as of 
August 1, 1941. Thereafter they filed 
amendments to the plan dated as of 
September 15, 1942. At the hearing 
counsel for Laclede Gas stated for the 
record that, in connection with the 
funded debt to be issued under the 
plan, the following securities were 
proposed: $20,000,000 principal 
amount of first mortgage bonds bear- 
ing interest at the rate of 34 per cent 


48 PUR(NS) 





MISSOURI PUBLIC SERVICE COMMISSION 


per annum and maturing twenty 
years from date of issuance; also 
$5,000,000 principal amount of de- 
bentures bearing interest at the rate 
of 54 per cent per annum and matur- 
ing ten years from the date of issu- 
ance. Counsel further stated that 
Article III of the Original Plan dated 
August 1, 1941, had been withdrawn. 
For the purposes of this order, refer- 
ences to the “plan” are to the plan 
as amended by the amendments dated 
September 15, 1942, and by the fore- 
going statements of counsel at the 
hearing. 

The paramount objectives of the 
plan may be summarized as follows: 

1. To take care of the impending 
maturities in 1945 of the $10,000,- 
000, 5 per cent first mortgage bonds 
and $2,000,000, 6 per cent collateral 
trust notes of Laclede Gas; 

2. To permit Ogden to comply 
with the requirements of the Securi- 
ties and Exchange Commission with 
respect to the disposition by it of its 
interest in Laclede Gas and in Laclede 
Electric ; 

3. To improve the capital structure 
of Laclede Gas by the substantial re- 
duction of its funded debt and annual 
interest requirements; and 

4. Through the sale of the electrical 
properties to Union Electric Com- 
pany of Missouri, to integrate the 
electric utility industry in the city of 
St. Louis under one management. 

The plan proposes the following 
steps: 

1. The transfer of certain electric 
properties, rights, and franchises by 
Laclede Gas, Laclede Electric, and 
Phoenix Light, Heat and Power Com- 
pany to Union Electric Company of 
Missouri. 
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2. The proceeds from the sale of 
the properties referred to in Step No, 
1 will be divided between Laclede 
Electric and Laclede Gas as follows: 

Laclede Electric will receive ap 
amount which will enable it to dis. 
charge all of its liabilities remaining 
after consummation of the proposals 
in the Sale Case, and Laclede Gas 
will receive the balance of such pro. 
ceeds. 

3. Laclede Electric will transfer to 
Laclede Gas all of its assets, except 
cash, remaining after the transfer of 
the properties as provided in the Sale 
Case. 

4. Each share of $100 par value 
authorized common stock of Laclede 
Gas will be converted to twenty shares 
of $5 par value each, and upon such 
conversion nineteen of the twenty 
shares issued for each $100 par value 
share presently outstanding will be 
surrendered and canceled. 

5. Each share of $100 par value 
preferred stock of Laclede Gas out- 
standing will be surrendered, together 
with the relinquishment of all present 
claims, rights, and preferences, for 
eleven shares of $5 par value common 
stock of Laclede Gas. 

6. Laclede Gas will issue to Ogden & 
1,500,000 shares of authorized but 
previously unissued common stock of 
$5 par value each, in return for: 

a. The cancellation of the $2,000; 
000 collateral trust notes of Laclede 
Gas held by Ogden. 

b. The portion of the proceeds 
derived by Laclede Gas in the Sale 
Case to the extent that such portiot 
represents property sold by Laclede 
Electric. 

c. The assets transferred by La 
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clede Electric to Laclede Gas as set 
forth in Step No. 3. 


Ogden will then release to other 
stockholders of Laclede Electric that 
number of shares of common stock 
of Laclede Gas as the Securities and 
Exchange Commission shall determine 
to be equitable and fair. 

7. The remaining outstanding 
funded debt of Laclede Gas will be 
discharged by: 

a. The proceeds from the sale of 
$20,000,000 principal amount of first 
mortgage bonds. 

b. The proceeds from the sale of 
$5,000,000 principal amount of de- 
bentures. 

c. The portion of the proceeds from 
the Sale Case inuring to Laclede Gas, 
and 

d. Such additional amount of cash 
from the treasury of Laclede Gas as 
may be necessary. 

8. The capital surplus of Laclede 
Gas will be increased by the cancella- 
tion of certain shares of preferred and 
common stock described hereinbefore. 
This amount of surplus will be used 
to write off : 

a. The increase recorded in the 
property account following the re- 
valuation of the properties in 1926. 

b. The loss resulting from the sale 
of the electric properties of Laclede 
Gas to Union Electric Company of 
Missouri, and 

c. Any other adjustment required 
by this or other Commissions having 
jurisdiction. 

9. Laclede Electric will be dis- 
solved, and its assets will be distribut- 
ed among its stockholders. Those 
employees of Laclede Electric not re- 
tained by the purchaser will be com- 
pensated for their loss of position. 
[16] 
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10. Ogden will offer to residents 
of the state of Missouri the opportuni- 
ty to acquire its holdings of common 
stock in Laclede Gas after the con- 
summation of the plan. 

The present capital structure of La- 
clede Gas is shown in the following 
table: 


Refunding and extension mort- 
gage 5% Gold Bonds due 
April 1, 1934; extended to 
April 1, 1945 

First mortgage collateral and 
refunding 54% gold bonds 
due February 1, 1953, and 
February 1, 1960 

Collateral trust 6% notes due 
August 1, 1942; extended to 
August 1, 1945 

23,330 Shares 5% cumulative 
preferred stock, $100 par val-, 
ue each 

107,000 Shares common stock, 
$100 par value each 


$10,000,000.00 


23,000,000.00 


2,000,000.00 


2,333,000.00 
10,700,000.00 


Total Present Capitaliza- 
$48,033,000.00 

It will be noted that of the present 
capitalization of $48,033,000, the 
funded debt amounts to $35,000,000. 

The presently outstanding bonds, 
as shown in the above table, will be 
retired with the proceeds received 
from the sales of new first mortgage 
34 per cent bonds in the principal 
amount of $20,000,000, 54 per cent 
sinking-fund debentures in the prin- 
cipal amount of $5,000,000, and La- 
clede’s portion of the proceeds from 
the sale of the electric properties to 
the Union Electric Company of Mis- 
souri. 

The presently outstanding 23,330 
shares of $100 par value of preferred 
stock will be exchanged for 256,630 
shares of new $5 par value common 
stock, at the ratio of 11 shares of new 
common for each share of preferred, 
making a total of $1,283,150 par 
value of new common stock issued in 
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exchange for the present preferred. 

The presently outstanding 107,000 
shares of $100 par value common stock 
will be exchanged for a like number 
of shares of new $5 par value com- 
mon stock, or a total of $535,000 par 
value of new common stock issued in 
lieu of the present common. In ad- 
dition, the plan proposes the issuance 
to Ogden of 1,500,000 shares of new 
$5 par value common stock, a total 
par value of $7,500,000, in return 
for the surrender by Ogden of the 
$2,000,000 principal amount 6 per 
cent collateral trust notes of Laclede 
Gas, the portion of the proceeds, from 
the sale of the properties, transferred 
by Laclede Electric to Laclede Gas 
estimated, at August 31, 1942, to be 
the sum of $5,477,000, and miscellane- 
ous assets, transferred by Laclede 
Electric to Laclede Gas in the amount 
of approximately $23,000. 

The foregoing transactions result 
in the following proposed capital 


structure: 

Twenty-year first 
34% bonds 

Ten-year 54% sinking-fund de- 
bentures 

Common stock—par value $5 
per share—issued and out- 
standing 1,863,630 shares .. 


mortgage 
$20,000,000.00 


5,000,000.00 


9,318,150.00 


$34,318, 150.00 


Laclede Gas has not filed with this 
Commission copies of the proposed 
first mortgage indenture, the deben- 
ture indenture, and the securities. As 
hereafter set out, copies of these in- 
struments and certificates must be 
filed with and approved by the Com- 
mission prior to the consummation of 
the plan. However, the Commission 
in this order is giving its general ap- 
proval to the amount and type of the 
securities to be issued in accordance 
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with the terms commented on in this 
report. 

The 20-year first mortgage 3 1/2 
per cent bonds will be issued in the 
principal amount of $20,000,000 and 
secured by an open-end mortgage on 
all of the property of Laclede Gas 
now owned or subsequently acquired, 
with the exception of certain specific 
exemptions set out in the plan. 

The 10-year 5 1/2 per cent deben- 
tures will be issued in the principal 
amount of $5,000,000 in accordance 
with the terms of an indenture to be 
filed prior to the issuance of the deber- 
tures. 


[1, 2] The total outstanding debt 
under the plan, amounting to $25, 
000,000 is considered excessive on an 
original cost basis ; but in a reorganiza- 
tion, under § 5657, Rev. Stats. Mo. 
1939, the Commission is obliged to 
consider and has considered other 
elements, such as duplication cost, 
present condition, earning power at 
reasonable rates, and all other relevant 
matters. In no event can the capital- 
ization, including all stocks, bonds, 
and other evidence of indebtedness, 
exceed the fair value of the properties 
of Laclede Gas, taking into considera- 
tion its original cost of construction 
and all the other elements mentioned 
in § 5657, supra, and under the plan, 
it appears that the capitalization wil 
not exceed the fair value of the prop- 
erty. Consequently, we do not con- 
sider that the authority to issue the 
amount of long-term obligations under 
the plan should be denied. Further- 
more, Laclede Gas proposed in its 
original plan to acquire the property 
of the St. Louis County Gas Con- 
pany, and this acquisition meets with 
the desire of this Commission. Thost 
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properties, combined with the prop- 
erties of the Laclede Gas and a reduc- 
tion in the debentures seems to indi- 
cate a very attractive financial struc- 
ture. The Commission will discuss 
this later herein. 

There is set forth below a table 
showing the proposed securities ex- 
pressed in percentages of the various 
measures to which securities are ordi- 
narily related, and showing that the 
amount of capitalization will not ex- 
ceed the fair value of the property, 
taking into consideration all of the 
elements, which the Commission is 
required to consider by § 5657, supra: 
[See table, page 244] 

The estimate of original cost sub- 
mitted by Commission accountants is 
the only evidence of such cost includ- 
ed in the record. The witness for 
Laclede Gas stated that an estimate 
of original cost was being prepared 
but would not be completed in time to 
be presented in this case. There were 
no objections to the estimate intro- 
duced by Commission accountants. 

The reproduction cost estimates, 
new and depreciated, were concurred 
in by Commission engineers for the 
purposes of this proceeding, and no 
objection to the appraised costs was 
offered. 

As to the feasibility of the plan, 
Laclede Gas introduced a pro forma 
income statement for the twelve 
months ended August 31, 1942, which 
indicated that if the plan had been 
in effect for that period, the earnings 
would have been $1,122,285.17. 
Testimony and an exhibit L-37 were 
also introduced, giving a pro forma 
statement of estimated earnings with- 
out the provision for income taxes and 
with taxes estimated on the basis set 
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forth in the exhibit, which showed 
estimated net income for the year 
1943 at $1,491,900, for the year 1944 
at $1,144,800, and for the year 1945 
at $1,199,700. No testimony was in- 
troduced which questioned these es- 
timates. 


Under the plan, fixed interest 
charges are reduced by approximately 
$1,000,000 per annum. The estimated 
earnings mentioned above indicate 
that the interest requirements on the 
proposed new funded debt should be 
amply covered. The present cash 
position indicates that Laclede Gas 
will have sufficient cash on hand to 
meet required expenditures. 


The cancellation of certain shares of 
presently outstanding common and 
preferred stocks will create a capital 
surplus of $11,214,850. The plan 
proposes charging against Capital 
Surplus the write-up of the property 
account in connection with the valua- 
tion of the property in Case No. 
5217! in the amount of $6,092,563.08 
and the loss of the property sold to 
Union Electric in the amount of $2,- 
788,989.89, 

At August 31, 1942, the Plant Ac- 
count amounted to $58,381,156.86. 
The adjustments to be made will re- 
duce this amount to $46,581,141.62 
and this amount according to the com- 
pany’s books will represent the invest- 
ment in plant and equipment. The 
original cost of the property for pur- 
poses of this reorganization, was $35,- 
655,332.87, at August 31, 1942, as 
shown by the Commission account- 
ants’ exhibit introduced in this case. 


[3] The Commission has serious 





1¥For other decisions in this case see PUR 
1929A 561; PURI929C 561; (1934) 7 PUR 
(NS) 277; (1939) 30 PUR(NS) 13. 
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question as to the propriety of carry- 
ing the company’s fixed assets at 
$46,581,141.62 and strongly prefers 
that such property be carried on the 
books at the original cost figures of 
$35,655,332.87. Jurisdiction will be 
reserved to determine this question 
and nothing in this opinion should be 
construed as approving the amount of 
which the company proposes to carry 
its assets. 

This Commission is of the opinion 
that no serious question can be raised 
as to the feasibility of the plan with 
modifications. As to the fairness of 
the plan as modified, the foregoing 
considerations with respect to the 
valuation of assets and earnings of 
Laclede Gas indicate that there is suf- 
ficient equity for participation in the 
plan by all of the presently outstanding 
stockholders. 


A holder of 200 shares of preferred 


stock filed a written objection on be- 
half of his stock, and another holder 
representing approximately 1,000 
shares of preferred stock filed a writ- 
ten objection, appeared at the hearing, 
and also filed a brief, which was 
replied to by Laclede Gas. No ob- 
jectors appeared on behalf of the 
common stockholders. Considerable 
testimony was introduced on behalf 
of Laclede Gas supporting the alloca- 
tion of the stock as provided in the 
plan. The Commission has given full 
consideration to all the suggestions 
and objections of the various inter- 
ested stockholders. 

Laclede Gas introduced a contract 
dated October 14, 1942, which it had 
entered into with Laclede Electric, 
under which it was agreed, among 
other things, that upon consummation 
of the plan the base purchase price of 
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$8,600,000 for the sale of the elec- 
tric properties would be divided be- 
tween Laclede Gas and Laclede Elec- 
tric in such a manner that Laclede 
Gas would be entitled to receive $2,- 
200,000 thereof. Said agreement 
also contained a covenant on the part 
of Laclede Electric that the balance 
of the proceeds, estimated to be $5,- 
477,000 at August 31, 1942, received 
by it, after the payment of its lia- 
bilities requiring approximately $1,- 
400,000 at August 31, 1942, would 
be paid into the treasury of Laclede 
Gas against issuance to it of common 
stock of the par value of $5 per share. 
Testimony was introduced indicating 
that a number of considerations en- 
tered into the making of this contract. 
The vice president of Laclede Gas 
testified that he, together with the 
other directors, felt that the sale of 
the electric properties and the divi- 
sion of the proceeds thereof was es- 
sential in order to secure the cash 
necessary to reduce the funded debt 
as provided by the plan. Testimony 
further showed that a number of bases 
were taken into consideration in mak- 
ing the division, such bases being (1) 
the proportion that original cost of 
the properties of each company bore 
to the total proceeds; (2) the propor- 
tion of the reproduction cost new, 
less depreciation, that each of the 
properties bore to the total proceeds, 
and the portion that the tax deprecia- 
tion basis used for the purpose of 
Federal income tax returns bore to 
the total proceeds. Testimony also 
indicated that the accumulated divi- 
dends on the preferred stock were 
taken into account in allocating the 
new $5 par value stock. 

Taking into account all of the facts 
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and circumstances surrounding this 
case, and also taking into account the 
elements hereinabove discussed, it is 
the opinion of this Commission that 
the allocation of securities proposed 
by this plan is fair. 

In the original plan of reorganiza- 
tion filed in this case there is con- 
tained a section setting forth the com- 
pany’s intention with respect to inte- 
gration of the Laclede and the St. 
Louis County Gas Company. It is 
stated that: 

“Following consummation of the 
plan and as soon as reasonable dili- 
gence will permit after the valuation 
proceedings before the Missouri Pub- 
lic Service Commission relating to 
the St. Louis County Gas Company 
have been finally completed the New 
Company proposes to acquire the as- 
sets of the St. Louis County Gas Com- 
pany, thus completing the integration 
of the gas as well as the electric prop- 
erties in the St. Louis area.” 

It is also stated that negotiations 
have been carried on between the par- 
ties in interest, during which certain 
agreements in principle have been 
reached, but that these negotiations 
have not been completed. It is fur- 
ther set out that the proposal for 
integration is not an inherent part of 
the reorganization plan, but is merely 
a statement of intent. 

In subsequent modifications of the 
plan, filed by the company prior to the 
actual hearings in this case, this ref- 
erence to the proposed integration 
was eliminated. The reorganization 
plan now stands before us devoid of 
any commitment, or any expression 
of intention, on the part of the com- 
pany with respect to consolidation 
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with the St. Louis County Gas Com. 
pany. 

However, since the hearings anj 
at the insistence of the Commission 
the Ogden Corporation and the Iz 
clede Gas Light Company have mak 
the following written respresentation; 
to this Commission. 

“Ogden Corporation and Lacleé 
Gas hereby state that within thre 
years after the consummation of the 
plan, the reorganized Laclede Gx 
will offer to acquire the properties of 
the St. Louis County Gas Company 
from the owners thereof at such pric 
as shall be approved for that pur. 
pose by the regulatory body or bodies 
having jurisdiction over such trans 
fer. In order to finance any such ac. 
quisition of the said properties it is 
proposed that the reorganized Le 
clede Gas may issue escrow bonds u- 
der its first mortgage indenture in the 
amount of $5,000,000, or the cost of 
such properties, whichever is less. 
If for any reason it is deemed advisable 
that the reorganized Laclede Gas 
should not acquire the said properties, 
a new company will be organized to 
acquire such properties, such acquisi- 
tion to be financed as hereinabove 
described. If such new company i 
organized, it will also acquire the 
properties of Laclede Gas.” 

In numerous conferences with 
company officials, and at the hearing, 
this Commission has expressed its con- 
viction that many benefits would ac 
crue to the public through the cor- 
solidation of these two gas companies, 
to the end that the metropolitan area 
of St. Louis be served by one single 
company. The advantages of such 
an arrangement seem almost too ob- 
vious to need reciting, but it is plain 
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that consolidation would eliminate 
many duplications in costs, especially 
with respect to operating, manage- 
ment, and general overhead costs. 
These savings would redound to the 
benefit of the general public in this 
area and would undoubtedly result in 
improved service and cheaper rates. 
Certain minor problems involved in 
physically coordinating the property 
of the two systems can be readily 
solved and the expense of doing this 
is justified by the results to be ob- 
tained. 

[4] We have criticized the amont 
of mortgage debt that is being ap- 
proved under the plan, and in order to 
bring about an improvement of the 
company’s financial condition, we will 
provide that any surplus shown on 
the books of the Laclede Gas as of the 
date of the issuance of the securities 
authorized herein shall be unavailable 
for the payment of dividends and any 
earned surplus accruing subsequent 
to such date to the extent of $3,000,- 
000 shall likewise be unavailable for 
the payment of dividends. The funds 
so accumulated can then be used by 
the Laclede Gas for a reduction in the 
principal amount of the $5,000,000 
debentures or the purchase of addi- 
tional gas properties, or for the pur- 
chase of net additions and _ better- 
ments. Since Laclede Gas has ex- 
pressed its desire and intent to acquire 
the St. Louis County Gas Company 
properties, the creation of this fund 
or the reduction in its debentures will 
not only meet the criticism of the 
Commission, but will place Laclede 
in a better position to carry out its 
program to acquire St. Louis County 
Gas Company properties. 


In considering the reorganization 
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plan before us, the Commission has 
been aware that its consummation will 
open avenues through which benefits 
may ultimately accrue both to the 
company and to the public. One of 
these benefits would result if the plan 
were modified so that sufficient 
finances are assured to permit the in- 
troduction of straight natural gas in 
St. Louis. The feasibility of and 
probable economies resulting from 
the making of such a conversion has 
engaged the attention of this Com- 
mission for several years. On Feb- 
ruary 20, 1935, in Case No. 8925 
(which case is still pending), the 
Commission, on its own motion, in- 
stituted an investigation into the ad- 
visability and desirability of substitut- 
ing straight natural gas for the mixed 
gas then being distributed by Laclede. 
That investigation is preferred to in 
Company Exhibit L-27, introduced 
into the record in the case at hand. 

In its initial order in Case No. 
8925, the Commission stated that if 
Laclede could purchase sufficient nat- 
ural gas for its entire needs at the 
prices fixed in its then existing con- 
tract with Mississippi River Fuel Cor- 
poration, then the cost of purchasing 
that natural gas for all of Laclede’s 
requirements would be substantially 
less than the expenditure made for 
manufacturing and purchasing the 
gas actually distributed. We, there- 
fore, ordered a full inquiry into the 
various pertinent phases of the sub- 
ject. Subsequently, extensive testi- 
mony and evidence was received in 
hearings held during 1935, 1938, and 
1939, some of which tended to prove, 
among other things, that, at the time 
of those hearings Mississippi River 
Fuel Corporation had ample gas re- 
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serves and pipe-line capacity sufficient 
to make straight natural gas available 
to all consumers then served by the 
Laclede Gas Light Company; that the 
Mississippi River Fuel Corporation 
was willing to offer certain promo- 
tional rates to encourage the general 
distribution of straight natural gas 
in St. Louis; and that the change- 
over from mixed to natural gas would, 
at that time, have resulted in a sav- 
ings to the consumers of St. Louis. 
Certain other evidence tended to show 
that the Laclede Gas Light Company 
might have been unable to finance the 
large cost for making the change- 
over, which cost would include amor- 
tization of that portion of the coke 
plant which would be rendered use- 
less, or lessened in value, by virtue 
of the changed operating method; 
that the Mississippi River Fuel Cor- 
poration’s suggestion for promotional 
rate was not the best or cheapest 
schedule of rate which could be of- 
fered; and that, under certain econo- 
mic conditions the price to the con- 
sumer for natural gas would be in ex- 
cess of that for mixed gas. 

With respect to that proceeding, the 
company has stated that a tentative 
offer to purchase natural gas was sub- 
mitted to the Mississippi River Fuel 
Corporation but was rejected by it, 
and that the president of the Laclede 
Gas Light Company had assured the 
Commission that, “If natural gas 
could be purchased at prices which 
would enable the company to reduce 
its operating cost and thus give the 
consumers lower rates, the company 
would unquestionably distribute 
straight natural gas.” 

[5] Since the time of those hear- 
ings, some of the factors bearing upon 
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this subject have taken a decided 
change in complexion. War condi. 
tions have intervened. The War Pro. 
duction Board has issued orders 
drastically limiting the use of natura 
gas in St. Louis. Changing price 
levels have increased the market value 
of coke oven residual by-products to 
such an extent that the net cost of 
mixed gas is now very much reduced, 
as compared to that obtaining at the 
time of the 1935-1939 hearings 
Annual reports filed with this Com. 
mission by Laclede show that the 
net operating cost for producing oven 
gas, after giving credit for residuals 
sold, has, for the past two years, been 
a red or minus figure in excess of 
$100,000 per year. It is, therefore, 
obvious that a substitution of natural 
gas for that portion of the send-out 
which is now composed of oven gas 
would result in increased operating 
expenses. This latter statement re- 
mains true, however, only so long as 
the gate rate for natural gas remains 
at its present relative level. The Com- 
mission must take judicial notice of 
the many recent decisions and orders 
of the Federal Power Commission, 
which have substantially reduced gate 
rates for natural gas in cities of the 
Middle West, in some instances the 
new rates thus established being more 
than one-third less than the former 
rate. Illinois Commerce Commission 
v. Natural Gas Pipeline Co. (1940) 
35 PUR(NS) 41; Cleveland v. Hope 
Nat. Gas Co. (1942) 44 PUR(NS) 
1; Detroit v. Panhandle Eastern Pipe 
Line Co. (1942) 45 PUR(NS) 203; 
Re Canadian River Gas Co. (1942) 
43 PUR(NS) 205. 

If similar reductions be made ef- 
fective in the gate rate for natural 
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gas at St. Louis, the distribution of 
straight natural gas would result in 
ultimate costs to the consumer, lower 
than the present rates being charged 
for mixed gas. Even without such a 
reduction, and assuming a continuance 
of present gate rates, we are persuad- 
ed that average conditions and costs 
over a period of several normal years 
may well result in cheaper rates to 
the consumer for natural gas than 
would be experienced with mixed or 
manufactured gas. 

A study of the past price trends 
and of the operating and distribution 
problems of the gas industry, indi- 
cates that, except in war periods when 
oven residuals bring abnormally high 
prices, the basic advantages of nat- 
ural gas make it the most economical 
and desirable of all domestic gas fuels. 
The Commission has, therefore, re- 
tained its interests in this subject. 

The Commission is aware that a 
change-over from the present mixed 
gas to straight natural gas will require 
the investment of large sums of 
money, first, to accommodate the dis- 
tribution system to the characteristics 
of the new gas and to adjust consum- 
ers’ appliances so that it may be 
economically used; and, second, to 
reimburse the company for the net 
remaining value or cost of that por- 
tion of its present manufacturing 
plant, and coke station, which would 
be rendered nonuseful. The amortiza- 
tion of such change-over cost, when 
and if made, could then be applied 
against either the funded debt of the 
company or credited to the deprecia- 
tion reserve account and this again 
would result in improving the financial 
structure of the company. 

At this time the Commission con- 
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siders it desirable to make a declara- 
tion of policy and intent (but is issu- 
ing no specific orders) to require a 
change to natural gas. Subsequent 
to a 3-year period, or as soon there- 
after as the Commission deems prac- 
ticable, it believes that the change to 
natural gas should be made. At that 
time it will give full consideration to 
all pertinent features such as the 
availability, extent, and probable life 
of natural gas reserves; the capacity 
and dependability of transmission pipe 
lines; the distribution problems in- 
volved; the economic status of the 
natural gas industry; and all other 
factors which influence the ultimate 
cost to the consumer. 

Quite likely no conversion to nat- 
ural gas would be ordered by this 
Commission unless the public would re- 
ceive improved service at the same cost, 
or the same service at a lesser cost. 
This being true, the public should 
share with the company in any result- 
ant savings, at least to the extent that 
the company be reimbursed, out of 
earnings and on an amortization basis, 
for change-over costs and for the re- 
maining net value or cost of prop- 
erty rendered wholly or partially use- 
less. The Commission leaves the 
exact procedure to be determined 
when the matter is specifically before 
it, at which time it will decide the 
various questions in the manner it 
then deems to be the most desirable 
and practical. 

There is no evidence of record that 
a reorganization of Laclede Gas should 
not be consummated. In fact, the 
testimony and evidence indicate whole- 
hearted approbation of such a proce- 
dure. 

The city of St. Louis, through its 
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associate city counselor and also 
through its director of public utilities, 
stated that a reorganization of La- 
clede Gas approved by this Commis- 
sion and the Securities and Exchange 
Commission would be very much in 
the public interest and that failure to 
execute a satisfactory plan would be 
detrimental thereto. 

Laclede Gas is faced primarily with 
the impending maturities in 1945, of 
its presently outstanding $10,000,- 
000 issue of refunding and extension 
mortgage bonds and $2,000,000 col- 
lateral trust notes. These issues, 
together with the outstanding issue of 
$23,000,000 principal amount of first 
mortgage collateral and refunding 
bonds, make a total funded debt of 
$35,000,000. The record shows that 
considerable difficulty has been en- 
countered in extending the maturity 
dates of certain issues, and it is the 
opinion of the vice president of La- 
clede Gas that it would not be pos- 
sible to secure further extension, in- 
dicating probable receivership pro- 
ceedings. 

We have already shown the pro- 
posed capital structure and its rela- 
tionship to the cost and value of the 
property of Laclede Gas. While the 
proposed capital structure is not ideal, 
we believe that the qualifications im- 
posed by us will bring about a more 
desirable structure at an early date. 


Upon consideration of the record 
pertaining to the various elements of 
cost, the condition of the property, 
its earning power, and other relevant 
matters, we are of the opinion that 
the value of the property is sufficient 
to warrant our approval of the securi- 
ties proposed to be issued. 

It has also been shown that the 
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financial results under the plan are 
reasonable of expectation, indicating 
its feasibility. 

Taking into account the proposed 
treatment of the present creditors and 
investors of Laclede Gas, the Com- 
mission is of the opinion that the 
proposed distribution of common stock 
presents an equitable and fair alloca- 
tion thereof. 

The record in this case does not 
contain the amount of reorganization 
expenses under the plan because at 
that time a reasonable estimate could 
not be introduced. Without such es- 
timate, the disposition thereof cannot 
be made in approving the plan. When 
an application is filed for authority to 
actually issue the securities under the 
plan, the total reorganization expenses 
will be included in the record at the 
time and disposition made of them in 
the Commission’s order. 

The Commission is convinced of 
its duty and responsibility in approving 
a plan which would result in a safe 
and economically sound _ financial 
structure for this company for the 
future. This company plays an im- 
portant part in the every-day lives of 
hundreds of thousands of citizens in 
the city of St. Louis and a reorganiza- 
tion plan as we are herein approving 
is one which in our opinion will 
operate in the public interest and pre- 
vent recurrence of financial difficulties 
and enable this company or a succes- 
sor company to expand as its obliga- 
tions to serve the public will require. 

The Commission is of the opinion, 
and finds, that the proposed plan of 
reorganization of Laclede Gas should 
be approved, subject to the modifica- 
tions expressed herein which we deem 
to be reasonable and necessary; that 
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the application is in the proper form; 
and that the consummation of the 
plan as modified herein will be in the 
public interest. 

It is, therefore, 

Ordered: 1. That The Laclede 
Gas Light Company, Laclede Power 
& Light Company, and Ogden Cor- 
poration be and are hereby authorized 
to take the necessary steps to con- 
summate the proposed plan of re- 
organization of The Laclede Gas 
Light Company, subject to the mod- 
fications stated in the report section 
hereof. 

Ordered: 2. That Ordered: 1. 
does not constitute authority to issue 
the securities proposed under the plan 
of reorganization ; and that when and 
if The Laclede Gas Light Company 
proposes to issue said securities it 
shall seek authority therefor by ap- 


plication to the Commission. 


Ordered: 3. That any surplus 
shown on the books of The Laclede 
Gas Light Company as of the date 
of the issuance of the securities au- 
thorized herein shall be unavailable 
for the payment of dividends. Any 
earned surplus accruing subsequent 
to such date to the extent of $3,000,- 
000 shall likewise be unavailable for 
the payment of dividends. 

Ordered: 4. That upon filing an 
application to issue the securities 
mentioned in Ordered: 2. The La- 
clede Gas Light Company shall file a 
statement of the total expenses in- 
curred, or expected to be incurred, in 


consummating the entire plan of re- 
organization, 

Ordered: 5. That nothing here- 
in shall be construed to be a finding 
by the Commission of the value for 
rate-making purposes of the proper- 
ties involved, nor as an acquiescence 
in the value placed thereon by the 
parties. 

Ordered: 6. That the plan of re- 
organization shall not be consum- 
mated until it has been approved by 
the Securities and Exchange Commis- 
sion and any additional court or 
agency having jurisdiction. 

Ordered: 7. That within ninety 
days of the consummation of the plan 
of reorganization The Laclede Gas 
Light Company shall file with the 
Commission certified copies of entries 
made in its books in effectuating the 
plan. 

Ordered: 8. That the Commission 
shall reserve jurisdiction of the sub- 
ject matter and parties hereto for the 
purpose of entering such additional 
or supplemental order or orders as 
may be justified. 

Ordered: 9. That this order shall 
take effect ten days after the date 
hereof and that the secretary of the 
Commission shall forthwith serve a 
certified copy hereof upon all inter- 
ested parties, and that said parties 
are hereby required to notify the 
Commission before the effective date 
of this order, in the manner prescribed 
by § 5601, Rev. Stats. of Missouri, 
1939, whether the terms of this order 
are accepted and will be obeyed. 
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Louisiana Public Service Commission 


GC. 6 Giles 


[No. 3787.] 


Reves Jordan, Doing Business As Jordan 
Truck Line et al. 


[No. 3813.] 
[Order No. 2932.] 


Certificates of convenience and necessity, § 141 — Transferability of rights ~ 
Nonuser. 


1. A certificate is transferable even though there has been no operation 
thereunder for some time, p. 253. 


Certificates of convenience and necessity, § 141 — Transfer of abandoned rights 
— Resulting competition. 


2. The transfer of a certificate under which there has been no operation 
for some time should not be allowed where it would place the transferee in 
competition with existing carriers already adequately serving the points 
involved, p. 253. 


Certificates of convenience and necessity, § 152 — Revocation — Service failure. 


3. A certificate should be revoked where no operations have been conduct- 
ed under it for the past seven months and there is no indication of any 
possibility of resumption of operation by its present holder, and where the 
history of the certificate has never shown the proper disposition on the part 
of the holder thereof to operate in the manner contemplated by the Com- 
mission at the time of its issuance, p. 254. 


[March 31, 1943.] 
"oR R to cancel certificate because of nonuser and to pass 
on authority to transfer such certificate; certificate canceled 
and revoked and authority to transfer dented. 
¥ 


By the Commission: In the first Dorado, Arkansas, to show cause 
above-listed proceeding the Commis- why his Certificate of Public Cor- 
sion directs C. C. Fuller, of El venience and Necessity No. 221, which 
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authorized him to operate as a common 
carrier of property by motor vehicle 
over certain routes in Louisiana, in 
intrastate commerce, should not be 
revoked because of his failure to 
operate thereunder. 

The second above-listed proceed- 
ing seeks the Commission’s approval 
of the transfer of the same certificate 
from C. C. Fuller to Reves Jordan, 
doing business as Jordan Truck Line, 
of Monroe, Louisiana. Both matters 
came up for hearing before the Com- 
mission in regular session held at 
Baton Rouge on March 2, 1943; and 
since both proceedings involve the 
same certificate, they were ordered 
consolidated for the purpose of trial 
and decision. 

In the first proceeding, No. 3787, 
Herrin Motor Lines, Inc., and T. S. 
C. Motor Freight Lines intervened, 
seeking the cancellation of Certificate 
No. 221; and in the second proceed- 
ing, No. 3813, the same two carriers, 
together with the Louisiana Railroad 
Association, appeared as protestants 
opposing the transfer of the certificate 
to Jordan. 

The route covered by the certificate 
here involved is from Junction City, 
Louisiana, to Alexandria, Louisiana, 
over U. S. Highway No. 167, via 
Ruston and Winnfield. At Ruston 
this route crosses U. S. Highway No. 
80, over which the applicant Jordan 
presently operates between Shreveport 
and Monroe. Thus the granting of 
the transfer to Jordan would enable 
him to operate between Alexandria and 
Monroe and between Alexandria and 
Shreveport, where interveners and 
protestants presently render common 
carrier freight service. 

Protestants in the second-listed pro- 
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ceeding, No. 3813, contend (a) that 
since Certificate No. 221 has not been 
operated for some time, it is a dead 
certificate and therefore not subject 
to transfer, and (b) that the trans- 
fer would not be in the public interest 
since it would enable the transferee 
unduly to compete with them between 
points which they presently serve 
adequately. 


[1] With their first contention, 
viz., that the certificate is not subject 
to transfer because of nonoperation 
thereunder, the Commission is not in 
accord, because, as has been pointed 
out in previous opinions, a certificate 
of this character remains valid until 
it is formally canceled by appropriate 
action of the Commission. 

[2] However, protestants’ second 
contention, to the effect that the grant- 
ing of the transfer would place trans- 


feree in a competitive position with 
them as to traffic between Alexandria 
on the one hand and Shreveport and 
Monroe on the other, notwithstanding 
that the service between those points 
is presently adequate, has, in the Com- 
mission’s opinion, a great deal of 


merit. Ordinarily where a petition 
is filed for the transfer of a certificate, 
the question of public convenience and 
necessity does not arise because its 
existence is to be presumed from the 
existence of the certificate; and the 
Commission concerns itself solely 
with the responsibility and ability of 
the proposed transferee to render 
proper service. But obviously certain 
transfers of certificates, of which the 
present case is an example, would re- 
sult in combinations or mergers which 
create additional one-line hauls be- 
tween points which are heavy shippers 
and receivers of freight, to the detri- 
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ment of the carriers already serving 
those points; and since it is the duty 
of the Commission “to foster sound 
economic conditions among 
all classes of carriers in the public in- 
terest,” it is mecessary that the 
probable effects of such transfers be 
carefully weighed. 

A considerable number of carriers 
presently transport freight between 
Alexandria and Shreveport, and a 
number operate between Alexandria 
and Monroe. No complaint has been 
received by the Commission as to the 
adequacy of the present service be- 
tween those points, and to permit an 
additional one-line haul between those 
cities, without an affirmative showing 
that the traffic required such an ad- 
dition, would obviously not be in the 
public interest. The application under 
Docket No. 3813 for the transfer of 
the certificate will, therefore, be 
denied. 

[3] With regard to the first-listed 
proceeding, No. 3787, the record does 
not indicate the precise date - upon 
which operations under Certificate 
No. 221 were discontinued. It does 
establish clearly, however, that no 
operations have been conducted under 
the certificate since August 21, 1942, 
and it offers no indication of any 
probability of resumption of opera- 
tions by its present holder. Further, 
the history of this certificate, accord- 
ing to the Commission’s records, has 
never shown the proper disposition 
on the part of the holder thereof to 


operate under it in the manner con. 
templated by the Commission at the 
time of its issuance. The certificate 
was first issued in June of 1940, and 
no operation thereunder was instituted 
until July of 1941, more than a year 
later. In the latter month a proceed- 
ing was before the Commission look- 
ing to the revocation of the certificate 
for failure to operate, which proceed- 
ing was dismissed when the evidence 
showed that operations had begun 
three days prior to the filing of the 
complaint, and such dismissal was 
predicated upon the Commission’s un- 
derstanding that operations would be 
thereafter consistently conducted. 
However, in the following year, 1942, 
as hereinafter recited, operations were 
again discontinued ; and it now seems 
obvious to the Commission that it 
would be futile to expect the rendi- 
tion of any consistent, permanent, or 


reliable service to the public by the 
holder of this authority. Under such 


conditions it is the Commission's 
opinion that the certificate should be 
revoked ; and it is, accordingly, 

Ordered, that Certificate of Public 
Convenience and Necessity No. 221, 
issued to C. C. Fuller, be and the same 
is hereby canceled and revoked; and 
it is further ; 

Ordered, that the application under 
Docket No. 3813, hereinabove listed, 
for the transfer of Certificate of Pub- 
lic Convenience and Necessity No. 221 
from C. C. Fuller to Reves Jordan, be 
and the same is hereby denied. 
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Re United Public Utilities Corporation et al. 


[File No. 59-38, Release No. 4268.] 


Intercorporate relations, § 19.8 — Holding company simplification — Extension 
of time limit — Tax problems. 
An application of a registered holding company, filed pursuant to § 11(c) 
of the Holding Company Act, 15 USCA § 79k(c), for an extension of 
time within which to comply with an interim divestment order issued pur- , 
suant to § 11(b)(1) is granted for a period of six months upon finding 
that the applicant, because of tax problems has been unable in the exercise 
of due diligence to comply with the order and that such extension is neces- 
sary and appropriate in the public interest and for the protection of in- 


vestors. 


[April 23, 1943.] 


PPLICATION by holding company for extension of time to 
A comply with divestment order; granted. 


APPEARANCES: Evans, Bayard & 
Frick, by Francis A. Scheetz of Phil- 
adelphia, Pa., for United Public Utili- 
ties Corporation; Townsend, Elliott 
& Munson, by George S. Munson of 
Philadelphia, Pa., for Provident Trust 
Company, trustee, intervener; John 
W. Christensen and Paul P. Eagleton, 
for the Public Utilities Division of 
the Securities and Exchange Commis- 
sion. 


By the Commission: United Pub- 
lic Utilities Corporation (UPU Corp.) 
has filed an application with the Com- 
mission, pursuant to § 11(c)? of the 
Public Utility Holding Company Act 
requesting an extension of one year’s 


time for compliance with an order en- 
tered by this Commission on March 4, 
1942.2, Said order entered pursuant 
to § 11(b)(1) of the act directed the 
respondent, UPU Corp., to divest it- 
self of its interest in, and in the prop- 
erties and assets of the following 
wholly owned subsidiary companies: 
Fort Smith Gas Company; Southern 
Gas Producing Company; Cap. F. 
Bourland Ice Company; Alabama 
United Ice Company; Louisiana Ice 
Service, Incorporated; Texas Ice & 
Refrigerating Company. As of Feb- 
ruary 17, 1943, UPU Corp. had not 
disposed of its interests in any of the 
above-named companies. 
After appropriate notice, a public 





1Section 11(c) of the act, 15 USCA § 79k 
(c) provides as follows: 

“Any order under subsection (b) shall be 
complied with within one year from the date 
of such order; but the Commission shall, 
upon a showing (made before or after the 
entry of such order) that the applicant has 
been or will be unable in the exercise of due 
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diligence to comply with such order within 
such time, extend such time for an additional 
period not exceeding one year if it finds such 
extension necessary or appropriate in the pub- 
lic interest or for the protection of investors 
or consumers.” 

2See Holding Company Act Release No. 
3368, 43 PUR(NS) 500. 
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hearing was held and the Commission, 
having considered the record, now 
makes and files its findings and opin- 
ion. No request for oral argument 
was made. 

In its application for an extension, 
UPU Corp. indicated that one of the 
chief reasons given for its inability to 
comply with the order of divestment 
during the past year has been the pend- 
ency of Federal tax matters relating 
to the holding company’s tax base. 
The problem involved the determina- 
tion of an appropriate tax base on the 
holding company’s investments. UPU 
Corp. represented that if it were re- 
quired to sell the securities of its sub- 
sidiaries for cash and pay taxes on the 
capital gain predicated upon the low 
tax base for which the Treasury De- 
partment contended, the results would 
have been disastrous for both the se- 
curity holders and the company. A 
provision of the collateral trust inden- 
ture securing the UPU Corp’s. out- 
standing bonds requires that the pro- 
ceeds from sales of properties or se- 
curities are to be deposited with the 
trustee as security for the debenture 
holders. This would have required 
the UPU Corp. to either pay the capi- 
tal gains taxes from current funds, 
which would have been impossible, or 
to raise funds for that purpose, which 
was not feasible. It was not until 
February 24, 1943, that the negotia- 
tions with the Treasury Department 
finally resulted in an approved closing 
agreement by which the tax base was 
finally fixed at a figure which was ac- 
ceptable to UPU Corp. 

Samuel White, president of UPU 
Corp., testified that notwithstanding 


the pendency of the aforedescribed 
tax problems, he nevertheless made a 
sincere and active effort to “contact” 
numerous prospective purchasers for 
the properties ordered to be divested, 
It seems, however, that the asking 
prices placed on the properties by the 
management have not been particular- 
ly attractive to such buyers. Only 
three offers have been received; two 
for one of the ice companies and one 
for another ice company, and such of- 
fers were considerably below the prices 
asked for them. Consequently, nego- 
tiations did not proceed beyond a pre- 
liminary stage. 

Generally, however, it seems that 
the respondent’s management believes 
that with the tax problems settled they 
are now in a position to proceed much 
more expeditiously with their efforts 
to comply with the Commission’s or- 
der of divestment. Considering the 
record on the whole and under the 
special circumstances here shown, it 
would appear that a showing of due 
diligence has been made sufficient to 
justify an extension of some addition- 
al time to comply with the Commis- 
sion’s order. 

Accordingly, we find that under the 
circumstances of this case it is neces- 
sary and appropriate in the public in- 
terest and for the protection of in- 
vestors to grant the respondent an ex- 
tension for a period of six months 
from March 4, 1943. Such order 
however, shall be without prejudice 
to the respondent to apply for an ad- 
ditional extension if the circumstan- 
ces warrant. 

An appropriate order will issue. 





48 PUR(NS) 





This Ruggedly Built Kuhlman Power Trans- 
former Possesses Many Special Features .. . 


In these days when the efficiency of America’s power distribution is especially vital, many an unusual and 
specially designed transformer is going to work directly or indirectly for Uncle Sam. The 1,000 KVA Kuhl- 
man transformer shown here is an example. It is a 3 phase, 60 cycle, OISC Transformer rated 13,800 Delta 
—480 Delta volts. e¢ The box mounted on the low voltage side contains a 3-pole, 3-coil circuit breaker with‘ 
time delay, trip shunt and over current trip coil. Rated 600 amperes. This unit is also equipped with a low-oil- 
level alarm, a conservator tank, a primary junction box with 3-1 con- 

ductor potheads and an alarm type thermometer in addition to all the 

other accessories usually built into a Kuhlman Power Transformer. é 

Whether you need a special transformer or any other type of Power, g row mapligi tent 
C.S.P., Distribution or SAF-T-KUHL Transformer or line regulator it will ELECTRIC COMPANY 
pay you to get facts and prices from Kuhlman. BAY CITY, MICHIGAN 
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Now Available 


PUBLIC UTILITY 
REGULATION 
IN 
WARTIME 


A Volume Containing the Entire 1942 Convention Proceedings 
of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Including round-table discussions and reports on other timely and 


important subjects: 

Effect of War Taxes Upon Utility Regulation—Present and Post-War Utility 
Regulation—Relations Between Federal War Agencies and State Regu- 
latory Commissions—Wartime Transportation Problems—Service 
Company Costs—Uniform Power Factor Clauses in Electrical 
Rate Schedules and Fuel Adjustment Clauses in Utility 
Rate Schedules—Telephone Separation Studies— 

Utility Finance — Accounting and Valuation 

'  Problems—tThese and others 
$6.00 
COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1942 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 
Public Utility Financing in Wartime 
Progress in Public Utility Regulation 
Developments in Regulatory Law 
Service Company Costs 
“Does the Decision in the Natural Gas Pipeline Company Case Lay the Ghost of Smyth 
v. Ames?”, Address of General Solicitor Benton wees 
Second Annual Report of Committee Cooperating With the Federal Communications 
Commission in Special Telephone Studies 
Amendments and Interpretations Telephone Accounting System 
Accounting Procedures Requiring Commission Approval 
Interpretations of Uniform System of Accounts for Electric Utilities, E-2, E-3, E-4, E-5 1.00 
Interpretations of Uniform System of Accounts for Gas Utilities G-1, G-2, G-3, G-4, G-5 1.00 
mae Pr = of Uniform System of Accounts for Water Utilities W-1, W-2, W-3, 
4, W-5 
Rules Governing Preservation of Records of Electric Utilities ($.50) Gas Utilities ($.50) 
(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


_7413 NEW POST OFFICE BLDG. WASHINGTON, D. C. 
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| Industrial Progress 


c Selected information about products, supplies and 


services offered by manufacturers, Also announce- 
ments of new literature and changes in personnel. 


Equipment Notes 


C-O-Two Fire Equipment Co. 
Develops New Valve 

A new type of valve for carbon-dioxide fire 
extinguishers, known as the “Squeez-Grip,” has 
been developed by engineers of the C-O-Two 
Fire Equipment Company, of Newark, N. J. 

The new valve operates by a lever directly 
over the carrying handle of the extinguisher. 
By merely applying pressure, or squeezing, with 
one hand, the valve is opened and the gas dis- 
charged. On releasing the pressure, the valve 
closes and the gas discharge is cut off. 

The valve can be opened and closed without 
setting down the extinguisher, which must be 
done when a handwheel type of valve is used. 
As the operator, carrying the extinguisher with 
one hand and holding the discharge horn in the 
other, can easily start or stop the discharge 
while in motion, there is no loss of time or gas 
while maneuvering around a fire. 

On closing, the valve is forced tightly against 
its seat by the tremendous gas pressure in its 
own cylinder. There are no replacement parts, 











DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 
Founder of Tree Surgery 


That 1943 Tree Growth 


Over much of the country con- 
tinued rains have resulted in ab- 
normally heavy tree growth. 
Branches have grown back into the 
wires with amazing speed. They 
present an immediate problem. 
Better call Davey. 


Tree interference may aid the Axis 


DAVEY TREE ExPea@: Ge. ar 


DAVEY TREE SERVIC 
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such as sealing discs, etc., and the valve does 
not have to be taken apart for recharging and 
reassembling after filling. 

The Squeez-Grip valve is applicable to any 
carbon dioxide extinguisher of the hand type, 


New A-C Motor Starter Built 
to Withstand Severe Conditions 


The Type H motor starter, a new addition 
to their industrial control line built especially 
to withstand severest wartime operating condi- 
tions, was announced recently by the Allis. 
Chalmers Mfg. Company, Milwaukee, Wis, 
Designed for low first cost, the new starter js 
a metal-enclosed structure similar to metal- 
clad switchgear. High interrupting capacity 
disconnecting-type fuses are utilized in com- 
bination with a heavy duty oil switch in the 
new starter. 


w 


Catalogs and Bulletins 
“How to Teach Fire Fighting” 


Walter Kidde & Company, makers of fire- 
extinguishing apparatus and systems, have is- 
sued an illustrated sixteen-page manual entitled 
“How to Teach Fire Fighting,” which is de- 
signed to aid factory executives in instructing 
employees in fire-extinguishing techniques. I! 
describes the classification of various types of 
fires, the kind of extinguisher best suited to 
each, and the methods of setting up demonstra- 
tions in order to teach the proper use of eacl 
type of extinguisher. 

Copies may be obtained from the manufac- 
turer, 140 Cedar Street, New York City-6. 


New American Standards For Transformers, 
Regulators, and Reactors 

The completion of approved American 
Standards covering transformers, voltage regu- 
lators, and reactors—electric apparatus which 
is playing a vital part in the distribution of 
power and in the manufacture of ships, planes, 
guns, chemicals, and other war materials—has 
been announced by the American Standards 
Association. 

Completion of the new standards represents 





“MASTER*LIGHTS" 
® Portable Battery Hand Lights. 
® Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. CO. 


197 Sidney St., Comer Mass. 
**MASTER*LIGHT*MAKERS" 
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MANPOWER 


PROBLEM 





« lecus help you. Our trained men and special equipment 
combine to help you meet today’s increased demand for 
power. Whether yours is a problem of erection or main- 
tenance . . . regardless of distance or terrain . . . you'll find 


Hoosier service efficient and economical. 


VEERING CO ERECTION and MAINTENANCE OF TRANSMISSION LINES 
NEW YORK 46 S, FIFTH ST., COLUMBUS, OHIO cHicaco 
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Catalogs & Bulletins (Cont'd) 


the culmination of ten years of codperation and 
concentrated work on the part of the industry, 
with special benefit from and use of half a cen- 
tury’s research carried on by the American In- 
stitute of Electrical Engineers, the Edison 
Electric Institute and the National Electrical 
Manufacturers Association. 

The American Standards for Transformers, 
Regulators and Reactors (including Test Code 
and Guides for Operation) (C57.1, C57.2, 
C57.3-1942), complete in one volume, may be 
obtained from the Association, 29 West 39th 
Street, New York, at $1.25 per copy. 


“Canning the Victory Crop” Film 


A new, full color, 16mm. motion picture with 
sound called “Canning the Victory Crop,” has 
been produced by Good Housekeeping Maga- 
zine as a contribution to the Government’s food 
conservation program. 

The picture is designed to assist the millions 
of Americans who are going to do their own 
canning this Fall. Canning methods approved 
by the Department of Agriculture are demon- 
strated. Particular emphasis is placed upon 
the precautions which must be taken to elim- 
inate spoilage and the danger of food poison- 
ing. A booklet containing time charts, recipes, 
and detailed instructions for “putting up” all 
kinds of fruits and vegetables will be available 
at cost for distribution among the audiences. 

The entire program has the approval of the 


WPB, the OCD, and the National Victory 
Garden Institute. 

“Canning the Victory Crop” will be loaned, 
without charge, to public utilities, department 
stores, communities, industrial concerns, Vic. | 
tory Garden clubs, women’s clubs, and other 
organized adult groups. 


Aa 


Manufacturers’ Notes 
A-C Appointment 


In order to codrdinate sales involving the | 
apparatus of more than one division of its 
electrical department, the Allis-Chalmers Man- 
ufacturing Company has appointed L. W. Long 
regi engineer in charge of mixed apparatus 
sales. 

Mr. Long joined Allis-Chalmers in 1925 and 
until May Ist served as sales engineer in this 
firm’s Pittsburgh office. 


Westinghouse Appoints District Managers 
Charles A. Conklin has been appointed man- 


ager of the Westinghouse Lamp Division’s Cen- 


tral- district, with headquarters in Pittsburgh, 
Pa., and Robert A. Corvey has been named 
manager of the Southeastern district, with 
headquarters in Atlanta, Ga. Mr. Corvey, for- 
merly Northeastern district assistant man- 
ager, succeeds Mr. Conklin at Atlanta. The 





e Whatever the demands of the gasi 
dustry may be, Connelly is equipped 


to meet them. With our new laboratory for scientilig 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors 
Regulators, Back Pressure Valves and other equip 
ment for gas purification and control, Connelly is 4 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pi 
neer in gas purification and pressure regulation, thi 
organization has continued its leadership in the field 
and the fact that Connelly products are standard i 
hundreds of the leading gas plants of the country 
indicative of the service rendered. 


@ Mr. A. L. Sm 
President wy 


Connelly Iron 


Torstacs Co. 


IRON SPONGE and GOVERNOR Company 


CHICAGO, ILL 


V rence ll 
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Manufacturers’ Notes (Cont'd) 
appointments were announced by Bernard 


Why dig through a Sullivan, Lamp Division general sales my 


ager. 


p I LE A. E. Higgins in Active Service 


A. E. Higgins, vice president and sales Eo 
of Catalogs? ager for the Pittsburgh Equitable Meter 
Find the 


pany—Merco Nordstrom Valve Comper 
Fitting 
you need World War I, Major Higgins has held a Ry 
¢ s serve Officer’s Commission for many years, 
quickly— Pm Prior to associating with the Pittsburg 
firm he served as secretary for the Natu 
" ‘ Gas Department of the American Gas As 
in the COMPLETE line ciation. i 
If you have a Penn-Union Catalog, you f[ 
can instantly find practically every good Appointments at G-E Lynn River Works 
type - conductor fitting. These few [| K. M. Holt has been appointed executive ¢ 
can only suggest the variety: ' gineer, A, D. Somes has been appointed a 
Universal Clanigs ‘to take ant engineer, and F. C. Linn, designing en 
large range of conductor sizes; neer of the Turbine Engineering Division ¢ 
with 1, 2, 3, 4 or more bolts. General Electric’s Lynn River Works. The 
pointments, announced by G. M, Stevens, wot 
manager, were effective June Ist. 
L-M rage fats a aig units a! 
ing a dependable grip on both con- - § P ‘ 
peace Also Straight. ‘Connectors and (> Bogan Joins Cribben & Sexton 
+g sy —o iy G. D. Wilkinson, president of the Cribben 
a : Sexton Company, manufacturers of Unive 


Bus Bar Clamps for installa- gas ranges, announced recently that John 


tion without drilling bus. Single (2 Bogan had been appointed general sales mal 
and multiple. Also bus sup- § ager and war contract coordinator of the 


nici tae chat ben & Sexton Company. 


Mr. Bogan, formerly director of sales pr 
motion and advertising for the Association¢ 
a ; Gas Appliance & Equipment Manufacture 

Type Straight Connectors ‘ageing left the utility merchandising field in 1939 

on TE ogg 2g Sawer boos Ter- : 44 | become national sales counsellor of A. 

: . : E.M., and was promoted to sales promotion 
advertising director in 1940, 

The complete facilities and plant of the Cri 
Jack-Knife connectors for simple ben & Sexton Company is now engaged i 
and easy disconnection of mo- " munitions and war work. 
tor leads, etc. Spring action— ey 


oe Seay Harper Company Awarded Flag 


Vi-Tite Terminals for quick ty ’ for “Continued Excellence” 
installation and easy taping. i. se : 
Also sleeve type terminals, ' hes The Army-Navy “E” flag with one star, 


screw type, shrink fit, etc. etc. — te continued excellence in war production, ¥ 
— | awarded to the employees of the H. M. Harp 
S| fea | Company, 2620 Fletcher St., Chicago, June 

t just 6 months after winning the first 
Splicing Sleeves, Figure 8 and Oval, seamless tub- award. 
corer cise Goma ek ome | Admiral A. M, Chariton, Jaan 
Preferred by the largest utilities and taba pat ac nd wil Mywe ch 
electrical manufacturers—because they 3 accepted.on behalt of the eaupiapees: 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- $f 
bility. Write for Catalog. ; 
PENN-UNION ELECTRIC CORPORATION © DICKE TOOL COMPANY 


ERIE, PA. Sold by Leading Jobbers jf DOWNERS GROVE, ILL. 


eierenneiiieinaiemiinaibiaass sings Manufacturers of 


P a a N- U ty i O N Pole Line Construction Tools 
Thev’re Built for Hard Work 
[om ob, BOs SF Om @ ek ® 1 FITTINGS 
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FOR PIPE COVERING... J-M 85% Magnesia Pipe In- 
sulation is furnished in 3 ft. sections or segments iri the 
following thicknesses: Standard, 114”, 2’, 244’, Double 
Standard and 3” (Double Layer). Often used as a second 
layer, outside of J-M‘Superex, where pipe temperatures 
are above 600° F, 


BLOCK FORM... J-M 85% Magnesia Blocks are 
7 nished 3x 18", 6"x 36”, 12x36”, in thicknesses of 
04" Weight, about 1.4 Ib. per sq. ft., per 1” thick. 





The Most Widely 
Used Specification 
in Power Plant 


Insulation for 
More Than 50 Years 


... and for good reasons 


At service temperatures up to 600° F., no 
insulation delivers more thoroughly satisfac- 
tory performance than J-M 85% Magnesia. 
That’s a fact that’s been proved time and 
again in power plants of every type. Light in 
weight, readily cut and fitted, J-M 85% Mag- 
nesia is easy to install. On the job, it pro- 
vides ample mechanical strength, long life 
and high insulating efficiency. Engineers 
agree that, wherever used, J-M 85% Magne- 
sia assures permanently economical service. 

Consult your nearest J-M District Office 
about your magnesia requirements, or write 
Johns-Manville, 22 East 40th Street, New 
York, N.Y. 


j HNS- DA 
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he electrical conduit you see in this Light in weight, aluminum conduit 

ure catries important power and places less burden on its supports. It 
trol circuits. Conditions in this is easy to fabricate and install, These 

ation are conducive to corrosion, advantages, added to its long, trouble- 
t this conduit is “good as new” free life, make Alcoa Aluminum con- 
er seven years of service. No rust- duit a most economical material to use. 
s to destroy the conduit or cause Conduit and fittings will become 
ouble with the wiring. available as soon as metal is released 
Of course, you can’t buy Alcoa tub- for peacetime projects. As you draw 
hg for conduit today, although tons up plans for postwar construction, you 
f tubing are being made. It’s all should be considering the advantages 
ing into airplanes and other fighting offered by aluminum conduit and 
yuipment. But the splendid perform- other Alcoa Aluminum products. 
nce of prewar installations suggests We'll gladly send you any data you 
at aluminum conduit may be a need. Write ALUMINUM CoMPANY 
must” for those postwar jobs where or America, 2134 Gulf Building, 


rosion is likely to be a problem. Pittsburgh, Pennsylvania. 


ag ACS:R 


ALUMINUM CABLE STEEL REINFORCED 
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HELPING TO MEET AMERICA’S WARTIME NEEDS 


SIMPLER INSTALLA- 
TION AND FASTER 
OPERATION both 
characterize this 
new industrial 
X-ray unit, de- 
veloped by G.E. 
for inspection of 
small, light-alloy 
aircraft castings. 
Completely self- 
contained, it can 
beinstalled with- 
out the addition 
of lead-lined walls or control booths. The 
camera assembly and film holders are so 
arranged that four trays of parts can be 
photographed with a single loading of films 


UTR Sen eat AIO 
2S REARS ot 


osareeyeinrss 


Me f nrg 


—cutting cost and operating time. 


bees etc) 


THINNER, MORE COMPACT PANEL INSTRUMENTS are 
highly desirable for many wartime com- 
munication services. The need is being met 
by G.E. with a new moving-coil element 
which features ‘‘internal-pivot’”’ construc- 
tion. By mounting the pivots (which sup- 
port the coil) inside the armature shell, it 
becomes possible to reduce instrument 
depth by more than one-third. 


IMPORTANT SAVINGS IN SIZE, weight, and ligy 
volume have been achieved in a new ling 
outdoor, two-bushing potential transfo 
ers (24 kv to 69 kv), recently announg 
by G.E. Without sacrifice of accuracy 
insulation, these new units are small g 
light enough to 

be mounted up 

inthe steel struc- 

ture, thus sim- 

plifying connec- 

tions and saving 

foundation 

space. Mainte- 

nance is cut, too, 

as the insulating 

liquid is hermet- 

ically sealed-in. 

Bulletin GEA- 

3982 gives full 

information. 


YOUR ENGINEERS serving industry « 
other users of electric energy have ani 
portant war job to do in helping to mai 
the most of our power resources. Electric 
ideas such as these, though sometim 
minor in themselves, can add up BIG wh 
widely applied—frequently saving ener 
man power, and critical materials. Gener 
Electric is ready to assist in the cause‘ 
conservation by supplying, further info 
mation or application aid wherever be 
electrical utilization can help to win 

war. General. Electric, Schenectady, N. 


GENERAL ( ELECTRIC 


$01-22E-170 
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onose wo | DWACE THE WORK 
seer ee (WITH BIG SAVINGS 


DOUBLE DUTY IN ORIGINAL EQUIPMENT COST, EXPENSE, 
MAINTENANCE, SPACE, WEIGHT, FUEL, TIRES! 





TWO SEPARATE 
PIECES EQUIPMENT 
—O) mle 


OWNERS REPORT THIS UNIT SAVES ITS OWN COST WITHIN FOUR TO TEN MONTHS 


HERE’S WHERE YOU SAVE 
By Using Truck Engine Power for 


Air and Gas Compressors * Generators * Welders * Pumps « Street Sprinklers * Rock Crushers 
as Well Bailers % Portable Machine Shops * Concrete Mixers »% Agricultural Machinery 


HERE’S HOW YOU SAVE 
When Your Truck Engine Power Does the Work 


] Extra space for men, tools and 4 Reduced maintenance cost—no 7 Saves manpower—equipment con- 
materials extra engine trolled from driver's seat 
2 Saves weight—reduces truck li- 5 Cuts fuel cost by eliminating extra 8 No trailer haul 
cense fees load F : 
9 Long-life unit—owners report 
2 Less money invested in original 6 Efficient equipment combinations power take-off outlasts truck .. . 
equipment can be mounted on ONE truck saves own cost in 4 to 10 months 


POWER TAKE OFF Divisio 
TRADE TERRITORIES OPEN TO DISTRIBUTORS. WRITE FOR DETAILS OF FRANCHISE 
ME DISTINGUISHED USERS OF DAVEY POWER TAKE-OFF EQUIPMENT 
* Dallas Gas Company * Texas Boiler and Sheet Iron Works 


* Gulf Oil Corporation * United States Forest Service 
* Illinois Bell Telephone Co. ® Philadelphia Transportation Co. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 

















THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCI8SOCO 
and ether principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 











vesicx FOLD, Bacon « Davis, anc. sare can 


CONSTRUCTION Enoi APPRAISALS 
OPERATING COSTS ngmeets INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


Steam, Bloctric, Geo, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
i 2 and ee Serving Utilities and Industrials Psp a = gp | 

perating Betterments, Q ’ 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 


Feed Water Treatment. Washington New York Accident Prevention. 














J. H. MANNING & COMPANY 


120 Broadway, Yew York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 
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SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
i oy Prec ee 
eports an raisals in Connection 
With Management Problems, Financing, Reorganization 


Chicago San Francisco 











Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON e NEWYORK ee CHICAGO e« HOUSTON «¢ PITTSBURGH 
SAN FRANCISCO e¢ LOS ANGELES 














THE J.G. WHITE ENGINEERING CORPORATION 
DESIGN © CONSTRUCTION © REPORTS © APPRAISALS 
80 BROAD STREET, NEW YORK 














BARKER & WHEELER, ENGINEERS EARL L. CARTER 


DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 

BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHI, 

MANAGEMENT — APPRAISALS — RATES PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 

11 PARK PLACE, NEW YORK CITY Original Cost Studies. 

36 STATE STREET, ALBANY, N. Y. 


910 Electric Building Indianapolis, Ind. 








BLACK & VEATCH JACKSON & MORELAND 
CONSULTING ENGINEERS ENGINEERS 


; } iss: PUBLIC UTILITIES—INDUSTRIALS 

agg > err hae POET A 
sy 4 se SIGN AN ERVISION 
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Appraisals - Investigations - Reports é 
in connection with 

rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. : @ Lavino Activated Gilik & 
made specifically for maximum sulphur re- 
moval...is\not just a ‘‘satisfactory”’ purifying 
A. S. ScHULMAN ELECTRIC Co. medium merely by virtue of incidental 
properties, but is made especially for maximum 

Contractors capacity and activity, maximum trace removal 
Tesnesmenee ieeeAheeneusn Gam and shock resistance. As such, we do not believe 
romow Power Savon — ous | he ar eee 
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537 SoutH DEARBORN ST. Cxicaco We'll be glad to tell youall about its remarkable 
record; just write a note on vour letterhead to 


E. J. Lavino and Company 








J. W. WOPAT pao % 
IONS 1528 Walnut St. 


Consulting Engineer ls 


Construction Supervision | ACTIVATED” | Philodelohés 
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Rate Investigations 


x | / Penna. 
1510 Lincoln Bank Tower Fort Wayne, Indiana : § 











THE cooperation of the electric 
utility industry with the watthour meter manu- 
facturers has kept the design and develop- 
‘ment of the modern watthour meter well 

ee, ahead of metering requirements. Thanks to 
this cooperative spirit. watthour meters will 
again play their important part in system 
modernization when normal times. are ° = 


eon ELECTRIC COMPANY 


! | E 0 in 254 S$ 
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) RATTLESNAKE WARNS BEFORE IT STRIKES 


ge Pa 


FAULTY VALVE -g@tq GIVES NO WARNING 
AVOID DAWCE ke. 


INSTALL 


NORDSTROM VALVES 
FOR 100% SAFETY 


KEEP UPKEEP DOWN 


MERCO NORDSTROM VALVE COMPANY 
A Subsidiary of 
Pittsburgh Equitable Meter Co. 


Main Office: Pittsburgh, Pennsylvania e Branches: Boston 

Buffalo * Brooklyn e Chicago ¢ Columbia, S. C. ¢ Houston 

Kansas City e Los Angeles e Memphis « New York « Oakland 
Seattle * Tulsa © San Francisco 
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WHEN YOU REPAIR 
YOUR WATER METERS 











EPAIRING METERS — 

ATYPICAL CITY. HEN A METER is removed 
: CC \X) only once every five or ten 
: years FOR REPAIRS, and it is seen 
that so small a percentage of the 
actual cost is spent on actual repair- 
ing, isn’t it logical that every care 
should be taken to be sure that the 
meter, when returned to service, has 
been repaired properly and will test 

well at low rates of flow? 


@ A domestic meter should register 
at least 90% at !/, g.p.m., because at 
least 13% of all water is used at this 
rate of flow, or less. For the care you 
take in repairing meters you will be 
well repaid by added revenue. Your 
Trident representative will be glad 
to help you. 





NEPTUNE METER COMPANY @ 50 West 50th Street « NEW YORK 20, N. Y. 


Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., DENVER, 
DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON 
Neptune Meters, Ltd., Long Branch, Ontario, Canada 
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Genspring Hangers Require 


MINIMUM HEAD ROOM! 


Only Genspring Hangers offer these highly i im : 

tant features for power piping suspension: _ 

. ++ constant-support of piping in all “hott 
“cold” positions. 1 : 

..- full safety factor of the supported - 
always maintained. £3 


* aA my es 
a 


pr 





-+.mass produced from 

... individually calibrated for each specific in 
tation. 

-.. the rated capacity of each model varies 


the size of the springs used — the overall dime 
sions of the hanger remain constant. 


- +. minimum head room — see measurements as evi 
dence of small amount of head room required, 
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4 A © ® 
im. 
H 
Write for Data Book containing complete de- 
tails of Genspring Constant-Support-Hangers  § Gp-—-——— —-+ 
for loads from 250 to 8500 Ibs. Grinnell. Co., 
Inc., Executive Offices, Providence, R. I. Branch 
Offices in Principal Cities. TS 
MEASUREMENTS AMox.| 8 c ae 
MODEL “Hl 4 ofr 0%efrge [aXe te 
MODEL 1.12 13% f2ey- | 3 pe 
MODEL H 11 “| 20M, | B4¥Ge | -9'%G2 
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